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COMMENTARY, EDITORIAL ON ZHAO'S 6-NATIONS TOUR 


Trip Abroad ‘A Fruitful Visit’ 
HK251319 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0306 GMT 25 Jul 86 


[Commentary by reporter Li Wei: "A Fruitful Visit by Zhao Ziyang to a Number of 
Countries"] 


[Text] Chinese Premier Zhao Ziyang will conclude his 6-nation visit to Romania, 
Yugoslavia, Greece, Spain, Turkey, and Tunisia tomorrow and return home. This trip is a 
major move to further develop China's friendly cooperation and relations with the six 
countries, as well as demonstrate her concern for the situation in the Balkan and 
Mediterranean regions. How does’ one evaluate this 25-day tour of six countries in 
Europe, Asia and Africa and which covered some 30,000 kilometers of travel? A Chinese 
official remarked that to use the word "fruitful" to describe the tour would be most 
appropriate. 


The fruitful is exhibited in two aspects. The first is contributing to the promotion of 
world peace, and the second is the strengthening of friendly cooperation and ties, 
notably economic cooperation, with the six countries. 


Peace is the fundamental problem in the world today and one to which China attaches 
great importance. This is because China needs a stable domestic and international 
environment as she goes all out to carry out the four modernizations. Since China's 
domestic political stability is a reality, it is matural that she pays special 
attention to world peace. During his visits, Premier Zhao and leaders of the six 
nations had a full exchange of views on the subject, including questions on the 
situation in the Balkan and Mediterranean regions, on the Middle East and on 
disarmament. Both sides shared unanimous or nearly identical viewpoints on many issues. 


As is known to all, Romania, Yugoslavia, Greece, Spain, Turkey, and Tunisia are either 
Balkan or Mediterranean states and are strategically situated. Due to the intensified 
struggles of the two superpowers in the region in recent years as well as regional 
problems left over from history, particularly the long unresolved issue of the Middle 
East, the situation in this region is always in a state of tension and uncertainty. In 
his talks, Premier Zhao Ziyang indicated: The Mediterranean should not be a forum for 
contention nor for flaunting of strength by the superpowers. It should be a sea of 
friendship and peace. Mediterranean affairs should be resolved by the coastal states 
without intervention from foreign powers and through amicable consultations by al] 
parties concerned. The two superpowers should stop the arms race and seriously conduct 
disarmament talks, primary of which is a steadfastly adopt practical steps on nuclear 
disarmament. China's viewpoint and position were highly appreciated by leaders of all 
countries. 


Among the six states of Romania, Yugoslavia, Greece, Spain, Turkey, and Tunisia, they 
have varying conditions, and in fact, vast differences. Some are socialist countries, 
others, capitalist. Some are developing countries, others, slightly developed. Some are 
allied states, and others, nonaligned countries. Nevertheless, aside from sharing much 
of a common language with China on major international issues, the six states also 
enjoy very friendly ties and in particular economic and trade relations with China. 
This information brought along by Premier Zhao is most encouraging. 


ho 
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Lu Dong, minister of the State Economic Commission, and Wang Pingqing, deputy minister 
of the Ministry of Foreign Economic Relations and Trade, both of whom accompanied 
Premier Zhao in this visit, held several meetings with their respective counterparts on 
specific cooperation items and emasures to expand trade and strengthen economic 
cooperation. The leaders of China and the six nations unanimously agreed that through 
common efforts, the prospects for China's bilateral economic and trade cooperation 
with each of the six countries are broad and glorious. 


The policy of opening up to the outside world implemented by China is by no means an 
expedient measure. To the countries who are interested in this issue, Premier Zhao 
explained: China will carry out the opening up policy for a long-term period. She 
will be open to developed countries as well as to developing countries. China does not 
use a social system or ideology as the basis to determine her closeness and 
friendliness with other states. China's relations with foreign countries are 
established on the basis of the five principles on peaceful. coexistence. The Chinese 
premier's solemn assurance reiterated China's established policies and was welcomed by 
the governments and business circles of all countries. It also wiped out doubts of 
some people and is undoubtedly beneficial to bilateral economic cooperation. 


China has always and traditional friendship with Romania, Yugoslavia, Greece, Spain, 
Turkey and Tunisia. This friendship could be traced back to several centuries ago. 
During Premier Zhao's visits, the profound sentiments of friendship expressed by the 
people of the six countries to the Chinese premier was quite moving. Crows were often 
seen to line up automatically in the streets in order =o shake hands with and applaud 
warmly Premier Zhao. In a small town in Turkey's lamir, a flower vendor joyously 
offered flowers to Premier Zhao. On the Greek island of Crete, a peasant family sang 
and danced for the premier Outside the Tunis airport, the city's inhabitants 
enthusiastically played drums and gongs to welcome Premier Zhao's arrival... 


The above mentioned stories show the people this fact: The Chinese premier's visit to 
six countries in Europe, Asia and Africa was successfully concluded, and has achieved 
its objective "to deepen understanding, strengthen friendship, promote mutual! 
cooperation and safeguard world peace". 


Zhao's Tour ‘Complete Success’ 
HK280716 Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 28 Jul 8) p 2 
[Editorial: "Seeking Peace, Developing Cooperation" } 


[Text] Zhao Ziyang, premier of the State Council, concluded his official goodwill visit 
to Romania, Yugoslavia, Greece, Spain, Turkey, and Tunisia and returned to Beijing on 
the morning of 27 July. This was another important visit by a main Chinese leader, 
following the 4-nation West European Tour last month by CPC General Secretary Hu 
Yaobang. 


During his nearly month-long trip, Premier Zhao traveled a distance of more than 30,000 
kilometers in spite of the intense heat of summer and had friendly meetings and 
in-depth and wide-ranging talks with the leaders of the six countries. He also got in 
touch with figures in various circles and visited some economic construction projects. 
During their visit, Premier Zhao and his company were accorded a grand and reception by 
the governments of these countries and were warmly welcomed by their people. There 
atmosphere of profound friendship from beginning to end. 
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One of the outstanding characteristics’ of Premier Zhao's tour of the 
Balkan-Mediterranean region was of the six nations he visited, some are aligned while 
others are not, some are practicing the socialist system while some are not, and some 
are comparatively developed and some are just developing. This shows that China is 
ready to actively develop friendly ties and cooperation with different countries on the 
basis of the five principles of peaceful coexistence and to continuously expand and 
develop contacts and cooperation with various countries in the fields of economy, 
trade, and science and technology on the basis of equality and mutual benefit. China 
needs to develop international cooperation in its four modernizations drive. Opening 
up to the outside world is its firm and basic national policy. Premier Zhao's visit 
once again shows that China is open to socialist countries as well as to capitalist 
countries, to numerous developing countries as well as to developed countries. China 
is seeking international cooperation and joint development with all countries. 


What is gratifying is that during this visit, all these countries showed strong desire 
for furthering friendly ties and cooperation, especially economic and trade ties, with 
China. Premier zhao also had useful discussions with the state leaders and businessmen 
of these countries on ways and means of expanding economic cooperation. Common 
political aspirations and interests of China and these countries and their respective 
advantages and demands in the economic field helped make this visit yield gratifying 
results on the development of bilateral relations. 


Another characteristic of his visit was that on the two fundamental questions of peace 
and development, which are facing the world today, China shares broad unanimity of 
views with these countries. Despite different social systems, different levels of 
economic development, and different positions in current international political 
affairs, all these countries have a strong and common desire to relax tension in the 
international situation, safeguard world peace and regional stability, and carry cut 
construction in a peaceful international environment. This unanimity of views on the 
issues of fundamental importance has naturally led to identical or similar views on 


many concrete issues. 


The Mediterranean region, which connects Europe, Asia, and Africa, occupies a very 
important strategic position. Recently, a serious situation has appeared in this 
region, in particular, the situation in the Middle East is tending towards tension. 
The Chinese Government is deeply concerned about this. The reason for the tension in 
the situation of this region is that some questions left over from history have not 
been reasonably and justly settled, and the intervention and contention of the 
superpowers has made the situation more complicated. 


China always holds that the Balkans and the Mediterranean should not become an arena of 
rivalry and showing of force by the superpowers, but should have stability and 


tranquillity and become a sea of peace and friendship. ‘his is not only in the 
interest of the peoples of this region, but will also contribute to the easing of 
tension in Europe and the rest of the world. It is of great significance to 


safeguarding world peace. However, it needs the efforts of the peace force throughout 
the world to create a peaceful environment in this region, especially the unremitting 
efforts of the peace force in this region, which has a direct concern with it. The 
Third World is the main force seeking more contacts with each other, are also torces 
for peace. Premier Zhao's visit once again showed the world that China, as a force for 
peace, is ready to join the countries and peoples in this region in the efforts to curb 
the trend of war, seek world peace, and develop many-sided international cooperation so 
as to achieve common development. 
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Premier Zhao's visit to the six countries in Europe and Asia has attained the 
anticipated purpose of "deepening mutual understanding, enhancing friendship, promoting 
cooperation on the basis of mutual benefit, ard safeguarding world peace." It was a 
complete success. The friendship and cooperation between the Chinese people and the 
peoples of these countries will surely continue to grow and they will jointly make more 
contributions for the safeguarding of world peace. 


HUANG HUA ADDRESSES ESPERANTO CONGRESS OPENING 
OW271558 Beijing XINHUA in English 1517 GMT 27 Jul 86 


[Text] Beijing. July 27 (XINHUA) -- Over 2,000 Esperantists from 50 countries and 
regions gathered here today to celebrate the opening of the 7lst International Espranto 
Congress. 


The congress is the biggest Esperanto conference ever held except in Europe. 


Gregoire Maertens, president of the International Esperanto Association declared the 
opening of the congress. He said, the congress signifies the successful ending of 
Esperanto's first one hundred years and the hopeful beginning of the second. 


He said, "Mutual understanding, development and peace", which is the subject of the 
congress, meets completely with the major tasks of the association. 


He said, the honorary committee (national committee) members of the host country count 
more than any previous times, “which shows the great attention paid by the Chinese 
Government". He also said that the congress held in the largest country boasting of a 
unique tradition of culture and so many participants is a good opportunity for 
East-West cultural exchanges. 


Huang Hua, vice-chairman of the Standing Committee of the NPC and chairman of the 
honorary committee delivered a speech on behalf of Peng Zhen, chairman of the Standing 
Committee of the NPC and the supreme guardian of the congress and the honourary 
committee. 


He said, ever since its birth, Esperanto has been connected with the cause of peace, 
and every Esperanto congress is a grand scene of the power of peace in_ the 
international Esperantists. He said, China has always followed the policy of relying 
on itself and peace diplomacy which he believed echoes what the Esperantists have 
always been seeking. 


He expressed thanks to the International Esperanto Association for launching the 
congress in China in the eve of the 100th birth anniversary of Esperanto. "This shows 
the great confidence in China and its Esperanto movements," he said. 


Chu Tunan, vice-president of the honourary committee and president of "Friends of 
Esperanto", an organization formed of colorful figures from various social circles 
said, all the members of the organization are triends of the Esperantists. 


Many foreign ambassadors and embassy officials working in China also attended the 
opening ceremony of the congress and gave their congratulations. 
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HONGQI ON POSSIBILITY OF THIRD WORLD WAR 


HK240615 Beijing HONGQI in Chinese No 13, 1 Jul 86 pp 20-26 


[Article by Chen Qiman: “Tentative Discussion on Postwar Changes in International 
Relations and the Possibility of Winning Lasting World Peace"! 


[Text ]} I 
Human society has experienced the disasters of two world wars in the 2U0th century. 


World War I took place between 1914 and 1918. It involved 30 nations and a population 
of 1.3 billion, accounting for 75 percent of the world's population at that time. More 
than 70 million soldiers were mobilized by the two warring sides. There were over 30 
million casualties, in addition to 10 million who died of tamine and calamities. The 


total economic losses exceeded $27 billion. (Footnote 1: A General World History" 
(Part 2 of Modern Division) People's Publishing House, 1972 edition, pp 410-41]) 


World War II, which took place between 1938 and 1945, tar exceeded World War I in scope 
and losses to human society. Around 80 percent of the world's population was involved 
in the war consecutively, and war was conducted in the territory ot 40 countries, with 
more than 110 million soldiers mobilized by the two warring sides. The battlefield otf 
World War I was restricted to Europe, but the battlefield of World War I1 spread al! 
over Asia, Europe, Africa, Oceania, and all oceans of the world. Casualties amounted t: 
50 million, 5 fold over World War I. World War II brought about $4,000 billion worth oft 
materials losses. (Footnote 2: “A General World History" Vol 19, Part 2, edited by 
Soviet Academy of Sciences, pp 780-781, translated version in Chinese) 


That two world wars broke out successively in the first halt of the 20th century was by 
no means accidental, but the product of human society entering the epoch ot imperialism. 


In the article “Imperialism Is the Highest Stage of Capitalism" and a series of works 
published around its publication, Lenin profoundly analyzed the inevitability of war 
between imperialist countries. Lenin pointed out: 


Imperialism is precisely monopoly capitalism, and its nature is to pursue a huge volume 
of monopolist profits. To achieve this, imperialist countries will inevitably contend 
for the market, places for investment, and raw materials producing areas and struggle ti 
carve up the world. When the world entered the epoch of imperialism, the great powers 
had already completed carving up the world. Imperialism carved up the world based on 
its strength. In the epoch of imperialism, the imbalance in capitalist economy, 
politics, and military strength had been aggravated. Hence, the rise of contradictions 
is the incongruity between the division of spheres of influence and the actual balance 
of strength. The newly-rising imperialism, which developed its strength more quickly, 
inevitably demanded redividing the world, while the old-brand imperialism would never 
give up its vested interests on its own accord. Thus, acute contradictions and 
conflicts would imevitably rise and war inevitably break out when the struggle to 
redivide the world developed to a certain extent. 
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It was precisely on the basis of a systematic analysis of the economic nature and all 
conditions of its development that Lenin made his inference, saying: "Imperialist war 
is absolutely inevitable when private ownership of production means still exist on such 
economic base." (Footnote 3: Lenin “Imperialism Is the Highest Stage of Capitalism" 
Preface 2 to French and German editions) 


The actual conditions of the two world wars entirely proved Lenin's scientific 
conclusion. 


World War I took place chiefly between the two great imperialist camps, the Entente 
countries and the Central Powers, and it was an imperialist war typical in its target of 
redividing the world and contending for world hegemony. World War II was a great 
antifascist war in human history and its nature differed from World War I, but the 
underlying cause leading to its outbreak was also contention over world hegemony between 
the imperialist camps. The culprit that started the war -- the German, Italian, and 
Japanese fascist aggressive group -- was precisely typical of the newly-rising 
imperialism in its urgent demand to redivide the world. 


II 


As World War II brought the world’s people grave miseries and tremendous losses, 
especially the emergence and use of the atom bomb in the latter phase of the war which 
has cast a shadow of destructive nuclear warfare on the fate of mankind, whether human 
society could avoid the disasters of a new world war has become a postwar issue of 
worldwide concern. Politicians, social activists, and scholars of various countries 
have made speeches or written articles one after another on this issue, and specific 
works dealing with this topic keep emerging. In the face of such an important ‘irrent 
issue, which has a bearing on the future of mankind, Marxists should naturaliy make 
their own judgment. 


Back in 1952, Stalin put forth his own thesis. According to him, although World War II 
dealt a heavy blow at a number of imperialist countries, the contention for cheap raw 
materials and the struggle for a guaranteed market between imperialist countries are 
still inevitable, and thus the inevitability of wars between capitalist countries still 
exists. He forecast that such capitalist countries as the United Kingdom, France, the 
FRG, Japan, and Italy would surely rid themselves of U.S. control and adopt the road of 
independent development, and their conflicts with the United States would emerge, which, 
in reality, would be far more serious than the contradictions between socialist 
countries and capitalist countries. In addition, he pointed out that the peace movement 
could only postpone the outbreak of war, with a temporary maintenance of peace, but it 
could not basically eliminate the inevitability of wars between capitalist countries. 
(Footnote 4: Stalin, "Socialist Economic Issues in the Soviet Union") Stalin's 
inference was, for a considerably long time, regarded by Marxists as the contemporary 
authoritative theory on war and peace and widely spread. 


It has been over 4 decades since the end of World War tl. Postwar history has proved 
that some aspects of Stalin's inference mentioned above are correct. For example, the 
United Kingdom, France, Japan, the FRG, and Italy have consecutively rid themselves of 
U.S. control to different degrees and adopted the road of independent development, and 
the contention for market and the struggle for raw material producing areas between 
developed capitalist countries still exist. But speaking as a whole, the situation has 
not developed as Stalin anticipated. [paragraph continues] 
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Partial wars and turbulences have never stopped in postwar years; however, they took 
place mainly in the Third World and not between developed capitalist countries. The 
contention between the two superpowers has been fierce -- at times it was so tense that 
the situation was one of touch-and-go -- but both parties always refrained from running 
head-on at the critical moment. The arms race has continued to escalate, and the danger 
of a new world war still exists, but there has been no great war so far. Statistics 
indicate that in the postwar years, there were 139 occurrences of big and smal] 
international wars and armed conflicts (including civil wars with obvious foreign 
intervention) by the end of 1984, of which 135 took place in Asia, Africa, and Latin 
America. Regarding the nature of the wars, some resulted from the intensified 
contradictions between the oppressed peoples and nations on one side and new and old 
colonialists and their agents on the other. Others were between developing nations 
brought about by historical issues left over from the colonial age, and still others 
were brought about by the expansionist aggression of regional hegemonism. These wars 
were often interwoven with the superpowers’ contention over the Third World, which has 
made the conditions all the more complicated. What is noteworthy is that in the 139 
occurrences of war, none took place between developed capitalist countries. In fact, no 
such war or even grave war crisis has ever taken place so far, despite the fact that the 
coptention over markets and the intense competition over raw material producing regions 
still exist between developed capitalist countries. This has told us that the 
observation on the contemporary issue of war and peace must be guided by Marxism, in 
order to draw up new scientific theses starting from the historical facts in the postwar 
years. We should not stop at Lenin's conclusion drawn around World War I based on the 
historical facts at that time. Less should we copy, in an oversimplified manner, some 
of Stalin's concepts proposed in the early years. 


Voluminous facts have shown that since World war II, profound changes have taken place 
in international relations. AJthough such changes have not been capable of eliminating 
the threats of a new worid war, they have provided a realistic possibility to avoid a 
new great war. We shall discuss this point from the economic, political, and military 
aspects as follows: 


he The postwar economic development, the highly developed production, = and 
internationalization of capital in, particular, have continuously strengthened the trend 
of the economic interdependence of capitalist countries. 


More than 100 years ago, Marx and Engels pointed out, with the formation of th: 
capitalist world market, the mutual ties and interdependence of various nations in 
economy gradually took the place of their original self-closure and self-sufficiency. 
However, until World War II, the course of production and reproduction of capitalism was 
chiefly conducted within the realm of each nation. The capitalist countries went 
through a high-rate development between the 1950's and early 1970's. With the great 
development in economy, science and technology, a further breakthrough of the uwarrow 
national realm was demanded in capitalist production and division of labor as well as an 
expansion to the international realm in great breadth and depth. The establishment ot 
thousands of transnational and multinational corporations, the merging into one of the 
Evropean economy as well as the economies of other regions, the establishment of various 


international organizations with developed capitalist countries in the main -- the World 
Bank, the International Monetary Fund, economic cooperation and development 
organizations, and monetary and tariff unions -- as well as the establishment of an 


international economic order and system aiming to safeguard the interests of developed 
countries have emerged to meet the needs of further internationalizing capitalist 
production and division of labor. [paragraph continues] 
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The organized and planned division of labor inside some big enterprises has already 
expanded to a global scope, with transnational corporations and unified economic 
organizations pushing it forward. Such high-level internationalization of production 
and capital has enabled the unprecedented tremendous development in the mutual ties and 
interdependence of various nations in economy. 


A conspicuous expression of such trends of interdependence between capitalist countries 
is the mutual infiltration of capital between all developed countries. The chief 
targets of direct overseas investment were colonies and semicolonies before World War 
Il. Seventy percent of direct overseas investment of several major capitalist countries 
in 1938 were in Asia, Africa, and Latin America. (Footnotes 5: "On the Basis, 
Characteristics, and Functions of the Extensive Development of Mutual Capital 
Infiltration Between Developed Nations,” SHIJIE ZINGZI 1982 No 7) The 
interrationalization of capital in postwar years has manifested itself not only in the 
growth of the volume of export capital by a large margin (long-term overseas investment 
of major capital-export countries grew about 10 fold in the 3 decades between 1945 
and 1975), but also in the rapid growth of direct investment between developed 
countries, exceeding their. direct investment in developing nations and regions by a 
large margin. The mutual direct investment between developed countries already 
accounted for 70 percent of their total volume of direct overseas investment in the 
early 1970's. (Footnote 6: (Soviet Union) "Contemporary Political Economics of 
Monopoly Capitalism" Vol 2, Chinese translated version, p 106) This trend has 
continued to strengthen in recent years. For example, U.S. direct overseas investment 
in developed countries accounted for 75 percent of the total volume of its direct 
overseas investment in 1983. (Footnote 7: (U.S.) Business Conditions Digest [Shangve 
Xianzhuang 0794 2814 3807 3692], August 1984) The FRG's accumulated overseas direct 
investment in developed countries between 1961 and 1982 accounted for 94 percent of its 
total volume of direct overseas investment during the same period. (Footnote 8: 1984 
“White Paper on Overseas Market," Chapter on Investment, p 354, edited by the Japanese 
Trade Renovation Society) The accumulated direct overseas investment of the United 
Kingdom in developed countries by the end of 1981 accounted for 80 percent of its 
accumulated volume of direct overseas investment. (Footnote 9: According to the 1985 
"Direct Overseas Investment of the World and Japan" edited by the Japanese Trade 
Renovation Society) Japan's direct overseas investment originally focused on developing 
countries, and its direct overseas investment in developed countries accounted for 45.3 
percent of its total volume of overseas investment between 1972 and 1980; brit between 
1981 and 1984, this proportion wen* up to 50 percent. (Footnote 10: (Janan) TOKYO 
BANK WEEKLY, Vol 29, p 2, 10 Oct ~5) Such a condition cannot but profourdly affect 
the relations between capitalist countries. 


As mentioned above, Lenin and Stalin chiefly based their analysis on _ the 
irreconcilability of capitalist countries’ contradictions in tneir contention over 
markets, places of investment, and raw materials producing regions concerning the 
inevitability of wars between capitalist covatries. Today, contention between developed 
capitalist countries over spheres of influence continues to exist. The capital 
infiltration between them is also filled with the struggles of making use of each other, 
fierce contention, restriction, and counterrestriction. However, we cannot deny the 
fact that the mutual capital infiltration between capitalist countries based on a high 
level of specialization in production in breadth and depth, being deeply involved and 
convoluted with each other, will inevitably make them share the same fate and form a 
relation between them in which "all will suffer if one suffers, and all will benefit if 
one benefits." [paragraph continues] 
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Under such circumstances, war is no longer an appropriate means to resolve the 
contradictions and conflicts between them. For example, it is universally known that 
tierce trade fiction exists between the United States, Japan, and Western Europe which 
can be very acute at times. However, each has huge investments in the other countries. 
Based on 1983 statistics, the United States had an accumulated direct investment of 
$102.4 billion in Western Europe, while Western Europe had an accumulated direct 
investment of $82.7 billion in the United States. The United States had an accumulated 
direct investment of $8.063 biilion in Japan, while Japan had an accumulated direct 
investment of $11.336 billion in the United States. (Footnote 11: (USA) BUSINESS 
CONDITIONS DIGEST, August 1985) It is obvious that once war breaks out between then, 
both parties will suffer tremendous economic ivusses, which will far exceed the interests 
the victor may reap in war. For another example, the international economic order 
established in postwar years has been an important condition for the smooth operation of 
the highly internationalized Western production and capital. Once such order is upset 
by war on a large scale, it will inevitably lead to great confusion of the entire 
capitalist economy. Therefore, despite that such order was established in the first 
years after World War II, showing the balance of strength at that time, which is 
especially favorable to the United States, and that there have been huvdreds of quarrels 
between various capitalist countries in order to oppr:e and to "“correct™ such 
inequality, nobody has ever wanted to settle the problem with war, and continuous talks 
ind repeated bargaining have been conducted for readjustment. The system of an annual 
summit meeting of the seven Western nations since ]9/5 has been established exactly to 
meet such needs. Therefore, we can see that the corditions based on which Le.in made 
the thesis of the inevitability of imperialist war have already undergone great changes. 
Failure to study such profound changes in the groundwork and conditions for the 
development of modern monopoly capitalism will make it very difficult to understand why 
i single war has not broken out between the capitalist countries since the end of World 
jar ll despite the contradictions and conflicts of all descriptions between them. True, 
there are the roles of political factors (the acute political and military antagonism 
between the East and the West and the dependence of medium and small capitalist states 
m the U.S. nuclear umbrella) but in the final analysis, what plays the decisive role 
ire economic factors. 


2. The rise of the Third World in the international arena in postwar years and the 
formation of the multipolar pactern of the world have put an end to the situation of 
several powers deninating the world of the prewar years. 


fhe world people paid a great price for overcoming fascism during World War II, but 
simultaneously won historic progress. The great historical significance of World War II 
lies in the fact that it gravely reduced international imperialism and opened up a new 
phase for the revolutionary struggles of the oppressed people and nations. The national 
liberation movement of Asia, Africa, and Latin America has surged forward since the end 
‘£ World War II, the imperialist and colonialist system has disintegrated rapidly, and a 
large number of countries have rid themselves of long-term culonial rule, won their 
naticnal independence, and are now striving to develop their national economy and 
safeguard their national independence and sovereignty. The Third World, which comprises 
these newly-rising covntries (including socialist China), is a matter of great 
importance in our times. It means losing forever secure rear areas for the imperialist 
countries. The Third World has turned the United Nations, once a voting machine 
manipulated by some powers, into a platform for many medium and small states to uphold 
justice. The emergence of the Third World has greatly changed the situation in which 
the superpowers may arbitrarily mani-wlated the world's fate. [paragraph continves] 
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World War II and the postwar political and economic development have also profoundly 
changed the world's political pattern. Over a very long historical period, Europe, as 
the cradle of capitalist and industrial revolution, with its economic and military 
strength being the strongest, was once the center of the international structure. The 
United States and the Soviet Union have risen since the end of World War II. The 
capitalist and socialist camps emerged in the early postwar years and took the place of 
the pattern with Europe as the center. But later the situation went through great 
changes. The United States has rapidly fallen from the height of its development and 
its dominating position in the early postwar years; however, it is still the most 
powerful capitalist country in the world so far. The Soviet Union did its utmost to 
catch up with the United States in the mid-1950's; by 1970's, the Soviet Union became 
the sole superpower capable of contending with the United States for world domination. 
Western Europe has implemented unification, which makes its economic renovation and 
development possible. Japan has developed into a capitalist economic power second only 
to the United States, and is working hard to make itself a political power. Socialist 
China has continuously grown in power. At the same time, many developing countries are 
becoming more and more important forces in international politics. The multipolar trend 
has become an irresistible tide in the world. 


The roles of the Third World's rise and the formation of a multipolar world pattern in 
checking a new world war are easily seen. As is known to all, the United States and the 
Soviet Union are the two superpowers that possess powerful military strength to launch a 
world war and more than 95 percent of the nuclear weapons of the world today, and the 
chief danger of a new world war derives from their contention over world domination. 
However, no Matter how powerful they are, a series of deployments, including the building 
of military strategic bases, the control over important strategic passages, and the 
organization of allied forces, must be conducted if they want to launch a world war. 
One of the important reasons why the two world wars in the past were easily mobilized 
was that several imperialist powers were manipulating the world's fate, while the 
world's people and the medium and small states were powerless. Voluminous historical 
facts disclosed since the end of World War II have shown that in the crucial days when 
Hitler was marching toward the Rhine, annexing Austria, and invading Czechoslovakia, the 
war could have been pinned down or postponed had it not been for the appeasement policy 
of the British and French Governments, when the medium and small states were powerless 
facing the war threats, which became inevitable in the end. Things have changed a great 
deal since the end of World War II, the aggressive expansionism of great powers have 
continuously met with setbacks because of the staunch resistance of the medium and small 
states and their peoples, who are determined to safeguard their national independence 
and sovereignty. The United States met with defeat in Vietnam, and the Soviet Union is 
bogged down in its invasion of Afghanistan and its support for Vietnam's invasion of 
Cambodia; all this shows that the strategic deployments of the superpowers have been 
continuously upset and have been very difficult to achieve. This is the most important 
factor to check a new world war. 


3. Development of the nuclear arms race of the superpowers has formed the so-called 
"nuclear terror balance," which makes both parties refrain from launching war rashly and 
makes the world peace movement develop into a powerful organized force today. 
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A remarkable characteristic of postwar international political life is the nuclear arms 
race between the superpowers. Today, both the two superpowers -- the United States and 
the Soviet Union -- own huge nuclear arsenals, they match each other in strength, and 
each has its merits and shortcomings. Both fear its own nuclear weaponry being smashed 
by a "first strike" of its opponent. Therefore, both are sparing neither tremendous 
manpower nor financial and material power to continuously improve all kinds of nuclear 
weapons and their vehicles in the nuclear arms race to contend for military superiority. 
As a result, both sides possess several times the power needed to bring destruction on 
its opponent, far exceeding the needs for an actual war. This has formed the so-called 
"nuclear terror balance," for neither is immune to a counter attack if a first strike is 
launched. Reagan's "Star Wars" initiative aims to break up this "nuclear terror 
balance" and acquire overwhelming superiority over the Soviet Union in military; 
however, the Soviet Union wil’ not resign itself to this. The arms race between the 
United States and the Soviet Union will continue; contention over superiority in space 
has become the focus of this race. The history of the 4 postwar decades proves that 
despite the ever-escalating arms race between the superpowers, neither has won the upper 
hand, and neither will rashly launch the first strike. This is because either side has 
the capability to bring destruction on the other. In the final analysis, the outbreak 
of all war is rooted in the conflicts in economic interests between the antagonistic 
parties. The basic principle of war is preserving oneself and eliminating the enemies, 
and all weapons serve this principle without exception. When weaponry develops that 
threatens the existence of mankind, and the result of war means destruction not only to 
the opponents but also to oneself, anyone would carefully consider the consequences of 
war. That is an important reason why the two superpowers have avoided running head on 
at crucial moments despite their fierce contention. 


But this does not mean that the future of world peace and the fate of mankind are 
determined chiefly by the "nuclear terror balance" of the two superpowers. The chief 
decisive factor is the forces that pin down the United States and the Soviet Union, 
restrict war, and safeguard world peace on a worldwide scale are developing and growing 
stronger with each passing day. The Third World countries, including the PRC, have 
become the mainstay of peace forces, and they have continued to play the role of the 
main force of safeguarding world peace and opposing hegemonism. China has adhered to 
the peaceful foreign policy of independence and taking the initiative in its own hands 
and has played an important role in opposing and checking hegemonism and safeguarding 
peace and stability in the Asian-Pacific region as well as the whole world. The West, 
North, and East European countries also want peace and not war, because they have gone 
through two great wars. Another positive trend is that some countries, either belonging 
to certain groups or not, are increasingly pursuing an independent policy and playing an 
important role in such issues as disarmament, oppos” the nuclear arms race, and 
demanding relaxation of the tense international sit Even the peoples in the 
United States and the Soviet Union are also strongly -pposed to war and have brought 
greater and greater pressure to bear on their decisionmakers. All this has formed into 
ever-growing forces of safeguarding peace and checking war. We can see that as nuclear 
weaponry has constituted great danger to the existence of mankind, it has also promoted 
the unprecedented vigilance of the world people against war threats and the continuous 
rise of the movement to oppose the nuclear arms race and to safeguard world peace, which 
has become one of the strongest tides in the world today. Powerful evidence is the 
momentous antinuclear peace movement waged in developed capitalist countries since the 
beginning of the 1980's. 
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Regardless of the feasible possibility of preventing another world war provided by such 
profound changes in postwar international relations, with one's thinking lagging behind 
the actual conditions, one will land in a passive position and become weak and powerless 
in this struggle to safeguard peace that has a bearing on the fate of mankind. Of 
course, we must also see that the contention over world domination between the 
superpowers is now still very intense, the tense situation on a regional scope will 
continue to exist, the turbulence in the world situation will go on, and the danger of 
another world war still remains. The two factors and the two trends of both war and 
peace are developing. Whether human society will prevent another disastrous war of 
destruction on an unprecedented scale is, in the final analysis, determined by the 
result of the struggle between the two trends. Overestimation of the "sincerity" of the 
U.S.-Soviet summit talks, and the assertion that "relaxation has already become the 
general characteristic and trend of contemporary international politics," thereupon 
underestimating the danger of another world war, is inappropriate and harmful. 


Ill 


Since the end of World War II, China's Marxists have undergone a process of development 
and change in the understanding of war aid peace. 


When World War II was just ended, the antifascist alliance formed during the war soon 
split into two camps, and not long after the so-called cold war burst out. At one time, 
the atmosphere created by "the inevitability of war between the United States and the 
Soviet Union" and the "inevitability of World War III" was very strong and caused panic. 
Under such circumstances, CPC leader Mao Zedong made a scientific analysis of the 


international situation. Mao Zedong sharply pointed out that the danger of a new world 
war exists; however, at a time when World War II had just concluded, the fact that the 
United States should launch its propaganda on an anti-Soviet war in such a big way could 
only be a smokescreen to cover up its oppression of the American people and the 
expansion of its aggressive forces to the capitalist world. He pointed out that so long 
as resolute and effective struggle is carried out against the world's reactionary 
forces, a new world war can be avoided. (Footnote 12: "Talks With the American 


Journalist Anna Louis Strong," "Selected Works of Mao Zedong" Vol 4) 


The founding of the PRC brought about tremendous changes in the balance of international 
political forces. Again, in 1950, Mao Zedong explicitly pointed out: "The war threats 
of the imperialist camp still exist, and the possibility of World War [II still exists. 
However, the forces struggling to check the danger of war and to prevent the outbreak of 
World War II are developing very fast. So long as the communist parties throughout the 
world continue to unite all possible forces of peace and democracy and make still 
greater development, a new world war can be checked." (Footnote 13: Mao Zedong: 
"Strive for the Basic Turn for the Better of the Nation's Financial and Economic 
Conditions") 


These scientific theses on war and peace of Chinese Marxists with Mao Zedong as their 
representative have already been verified by historical facts. These theses have not 
only armed the Chinese people in resisting the world war threats and the blackmailing of 
imperialism and the reactionaries and in daring to seize and consolidate victories when 
the time was ripe, but also inspired the national liberation movement in its vigorous 
rise at that time. 
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However, for some time since the 1960's, with the gradual rise of "leftist" ideological 
trends, "taking class struggle as the key" was stressed once again in China, and the 
estimation of the international situation was likewise affected by "leftist" views. 
Especially after the mid-1960's, it was believed that war was becoming close at hand and 
would even break out at any moment, because the United States had launched the 
aggressive war in Vietnam and the anti-China movement of the Soviet leadership had 
escalated. Such an estimation not only affected China in drawing up its foreign 
policies, but, to a large degree, China's domestic policies. As a result, the 1964 
third NPC resolution on the four modernizations failed to he well implemented. It 
cannot be said that the initiation of the "Great Cultural Revolution," which was 
erroneous, was not related with such "leftist" estimation of the international 
Situation. 


The 3d Plenum of the llth CPC Central Committee reestablished tae ideological line of 
seeking truth from facts, linking theory with practice, and starting from the actual 
conditions in everything. Based on this line, the Chinese Marxists have reevaluated the 
question of war and peace in the world today through sober analysis and long-term study. 
Such reevaluation has been systematically discussed in many of tne speeches by China's 
leading members published in recent years. It is precisely: 


i. Peace and development is the most important and pressing issue ot the world today, 
as well as a question of global strate-". These two important issues are closely 
linked. Peace is the necessary condition for developing economy and expanding 
international cooperation, while economic development of the world's nations, the Third 
World in particular, and expansion of international cooperation are in turn important 
factors for strengthening peace forces. 


2. Today, the danger of a new world war still exists. The danger comes chiefly from 
the arms race and contention over some regions between the two superpowers, the United 
States and the Soviet Union, which possess over 95 percent of the nuclear weaponry. In 
our world today, only the United States and the Soviet Union are eligible to fight a 
world war, and the arms race between them has already expanded from the ground, sea, and 
air to outer space. If such large-scope escalation trend is not checked, the arms race 
will undergo qualitative changes, thus increasing the war danger and bringing about gave 
threats to world peace. 


3. The peace forces restricting war have made heartening development in recent years, 
and the world's people have further raised their consciousness to oppose unjust wars. 
The Third World, accounting for three-fourths of the world's population, is the chief 
force safeguarding world pea 2. The Third World most wants peace, and the development 
of the Third World forces mans the development of peace forces. China, pursuing a 
peaceful foreign policy of independence and taking the initiative in its own hands, is a 
powerful factor in safeguarding world peace in the Third World. The forces restricting 
war will make one step forward with every advance China makes in its development. At 
present, the peace movement rising in all places over the world has shown the strong 
aspiration for peace of the people of all countries. The European people, the Japanese 
people, the Canadian people, and people of the Oceania do not want war; nor do the 
American people and the Soviet people. Noteworthy is the development of the European 
peace forces. Europe, including both East and West Europe, has already become an 
important force in checking war and safeguarding world peace. The worlds" forces of 
safeguarding peace are further developing, and the growth of the world's peace forces 
will exceed that of war forces. 
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So long as the world's people genuinely unite as one, carry out resolute struggle 
against all expressions of hegemonism and expansionism and continuously upset their 
strategic deployment, it is entirely possible to prevent a new world war and the cause 
of safeguarding world peace is very hopeful. If war will not break out in this 
century, peace in the next century will be still more hopeful. 


It is based on just such evaluation that Comrade Deng Xiaoping has explicitly pointed 
out of late: We said in the past that world war is inevitable; we have now changed our 
view. Based on the developmental trends of the international situation, we can win 
peace; but of course, a series of work needs be done to win peace. (Footnote 14: 
RENMIN RIBAO 24 Apr 86) 


These new theses on war and peace of Chinese leaders are by no means a moment's change 
in strategy or slogans in propaganda, but based on scientific analysis of the profound 
changes in the postwar international relations and conclusions drawn through repeated 
studies and thinking on voluminous post war historical facts and the actual conditions 
of the contemporary world. These scientific theses have not only provided grounds for 
China's current peace foreign polices of independence and taking the initiatives in its 
own hands, but also the theoretical base for China to devote its heart and soul and al! 
its efforts to the four modernizations and building socialism with Chinese 
characteristics. It is precisely based on such an evaluation that the Chinese 
Government resolutely made the resolution on cutting back a million troops in 1985, 
taking the lead in making contributions to safeguarding world peace with practical 
actions. These scientific theses have powerfully armed and inspired the determination 
and confidence of the Chinese people striving for lasting peace. The Chinese people 
will unite with all the world's peace-loving people in the struggles against hegemonism 
and for safeguarding world peace. 


USSR REJECTS PAKISTAN TROOP WITHDRAWAL PROPOSAL 


OW260002 Beijing XINHUA in English 2344 CMT 25 Jul 86 


[Text] Moscow Jul 25 (XINHUA) -- A TASS News Agency's commentary Friday indicated that 
Moscow rejects the reported Pakistani proposal that Soviet troops leave Afghanistan 
immediately. 


In a commentary on the seventh round of Afghan-Pakistani indirect talks scheduled for 
next Wednesday in Geneva under United Nations auspices, TASS said Pakistan was 
"unrightfully overemphasizing the question of the dates for the return of Soviet 
troops." 


The Soviet Union has more than once expressed willingness to withdraw its troops from 
Afghanistan as soon as possible but refused to accept the condition that Soviet troops 
be withdrawn within three to four months. 


Western analysts say the Soviet Union has more than 100,000 troops in Afghanistan, sent 
there in December 1979 to shore up the Moscow-backed government and help it battle 
Moslem guerrillas. 


Blaming Pakistan for the lack of progress in the U.N.-mediated peace efforts, Tass 
repeated Soviet charges that "the prime cause" of the Afghan warfare was “armed and 
other interference in Afghanistan's internal affairs." 


The news agency emphasized that Moscow will recall its troops only when "outside 
interference” has ended. 
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U.S. RESPONDS TO LATEST SOVIET-ARMS PROPOSAL 
OW270059 Beijing XINHUA in English 0044 GMT 27 Jul 86 | 


[Text] Moscow, July 26 (XINHUA) --- U.S. Ambassador Arthur Hartman today handed to 
Soviet Foreign Minister Ediard Shevardnadze U.S. President Ronald Reagan's letter in 
response to the Kremlin's ‘:itest arms control proposals. The meeting between Hartman 
and Shevardnadze, which latest about a hour, concerned "questions of mutual interest," 
the official news agency TASS reported without disclosing details. 


Shevardnadze had said the day before that the focus of today's Soviet~-American 
relations was to hold a new summit. 


Soviet leader Mikhail Gorbachev proposed on June 23 a 30 percent cut in nuclear 
missiles in exchange for a a 15-year extension of the 1972 Anti-Ballistic Missile 
Treaty, which would bar deployment of the U.S. Strategic Defense Initiative (SDI) 
program for a space-based missile defense. 


U.S. press reports have said Reagan offered in the letter a five-to-seven-year 
commitment to the treaty if the Soviet Union accepts the deployment of SDI at the end 
of this period. 


REAGAN POLICY ON SOUTH AFRICA ‘UNDER FIRE" 


OW241312 Beijing XINHUA in English 1210 GMT 24 Jul 86 
[Roundup: Reagan's South Africa Policy Under Fire (by Shi Lujia) -~ XINHUA Headline} 


[Text] Washington, July 23 (XINHUA) -- President Ronald Reagan's speech on Sout! 
Africa reaffirming the White House's refusal to consider economic sanctions against the 
Pretoria regime has put his administration under fire at home. 


Reagan delivered the speech yesterday after one month of re-examining his South Africa 
policy. However, the speech turned out to be "nothing new". Instead it showed no 
essential changes have been made to Reagan's original position, namely, no 
disengagement with and no sanctions against the Pretoria regime an no support for th 
black majority's armed struggle against apartheid. 


Since the South African regime announced the reimposition of the state of emergency in 
the country on June 11, the whole world has voiced strong opposition. Many nations 
imposed economic sanctions on South Africa to force the racist regime to lift the state 
of emergency and finally to end apartheid in the country. 


Inside the United States, Congress and various organizations, especially those of black 
Americans, have shown great concern over the developments in South Africa. The Reagan 
administration has been repeated'y urged to give up its "constructive engagement" 
policy and to join in the economic sanctions against South Africa. 


The House of Representatives adopted a resolution on June 17 demanding the immediat: 
withdrawal of U.S. companies from South Africa and a halt to investment in the country. 
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Under the pressure from their constituents, many Republican senators who in the ; 
favored Reagan's policy have changed their minds. They warned the White House that 
the government remains weak with Pretoria it could produce an anti-Republican backlash 
in congressional elections this fall. As a result, the Republicans could lose thei: 
Majority in the Senate. Under these circumstance, Reagan decided to re-examine the 
policy on South Africa. 


Explaining the reason why the United States will not distance itself from the Pretoria 
regime, Reagan said that South Africa is of key strategic signiticance because i! 
controls the oil supply routes to the West and is rich in many strategic minerals that 
are very important to the West. Since the Soviet Union has a covetous eye on the 
region, "it would be a historic act of folly," if the West and the United States 


abandoned South Africa, Reagan said. 


The U.S. President said that he refused to impose economic sanctions against Sout 
Africa because the elimination of apartheid is South Africa's own business. 
problem should be solved through negotiations between the Pretoria regime and 
opposition forces without outside pressure, and he stressed that sanctions would 

the black South Africans." 


Reagan defended his policy even by enhancing the image of the racist South Atrica 
authorities, saying that they have been aware that apartheid “belongs to the past," 
made "a dramatic change" in the past few years. 


Reagan argued that he could not support the struggle of the African National Congr: 
(ANC) against apartheid because the ANC is backed by the Soviet Union. He labelled ' 
ANC guerrillas as "terrorists." The South African Government is “under no obligat 


to negotiate the future of the country with terrorists," he added. 


Referring to Pretoria's crackdown on black struggle against the state of emergen y, 
Reagan said as a government it "has a right and responsibility to maintain order in 
face of terrorists." 


Reagan's speech not only disappointed and frustrated many of his supporters but a 
provoked strong criticism and condemnations. Many congressmen and organization lead 
voiced their opposition to Reagan's pro-South African policy. They described ¢ 
Reagan administration as a "defender" and "guarantor" of apartheid. 


Senator Edward Kennedy said that Reagan “continues to embrace a failed, flawed an 
bankrupt policy."' His speech implies “only more aid and comfort to apartheid," wh: 
"makes America the last best frient of apartheid." 


Senator Lowell Weicker described Reagan's South African policy as a "disgrace" 
America. "It is the time to stop thinking about South Africa's minerals and diamonds. 
It is time to start practicing American values," he added. 


Reagan's speech was originally designed to silence the growing criticism of his Sou 
African policy from the American public and to prevent the Senate from adopting 
resolution on sanctions against South Africa as the House of Representatives did. 
However, the response is contrary to his expectations. The "Washington Post" point! 
out in today's news analysis that due to Reagan's speech, the possibility that 
Senate will pass the resolution on sanctions against South Africa has increased. 
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PRC-USSR ECONOMIC, TRADE EXHIBITION OPENS 


OW251424 Beijing XINHUA in English 1355 GMT 25 Jul 86 


[Excerpts] Moscow, July 25 (XINHUA) -- A Chinese economic and trade exhibition, the 
first of its kind held by China alone in the Soviet Union since 1953, opened today at 
Sokolniki Park in Moscow this morning. The fair is being held under an agreement 
between the two governments on exchanging exhibitions in 1986. A Soviet industrial and 
trade exhibition is scheduled to be held in Beijing in December. 


First vice-chairman of the Soviet Council of Ministers Ivan Arkhipov and Jia Shi, 
chairman of the China Council for Promotion of International Trade attended the opening 


ceremony. 


Li Peng, vice-premier and Chinese chairman of Sino-Soviet Commission on Economic, 
Trade, Scientific and Technological Cooperation, sent a congratulatory letter which was 
read at the opening event. [passage omitted] 


Arkhipov said in his speech at the opening ceremony that the Soviet people have been 
following with interest the economic develcpment in China. He wished the exhibition a 


success. 


Jia Shi said that China hopes to develop economic and trade ties of diverse forms with 
the Soviet Union and other countries. The exchange of fairs is a good way of expanding 
trade and promoting understanding and friendship. 


Evgeny Pitovranov, chairman of the Soviet Board of Chamber of Commerce and Industry, 
agreed that the exchange of exhibitions will give an impetus to the economic and trade 
ties. 


After the ceremony, Arkhipov visited the exhibition where Chinese-made satellites and a 
model of the "Long March-3"" rocket triggered great interest from the guest. There are 
more than 4,000 exhibits to be viewed in the 2,500-square-meter exhibit hall at 
Sokolniki Park. 


Visitors can see lathes, generators, light industry machines, satellite technology, 
ferrous and non-ferrous products, chemical and electronic’ products, household 
electrical appliances, textiles, fashion and food from 27 Chinese ministries and trade 
companies. The exhibit reflects achievements scored in China in recent years. The 


fair ends August 10. 


Li Peng Message to Arkhipov 
0W271132 Beijing in Russian to the USSR 1800 GMT 25 Jul 86 


{Text] The ceremonial opening of the PRC trade and economic exhibition took place in 
Moscow on the morning of 25 July. This is the largest trade and economic exhibition 
oegenized independently by China in the Soviet Union in more than 30 years. Arkhipov, 
first deputy chairman of the USSR Council of Ministers, attended the opening of the 
exhibition. A message of greetings from Li Peng, co-chairman of the Sino-Soviet 
Commission on Economic, Trade, Scientific, and Technical Cooperation and vice premier 
of the PRC State Council, addressed to Arkhipov as Soviet co-chairman of the 
commission, was read at the opening. 


th 
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The message says: On the occasion of the openiug of the PRC trade and economic 
exhibition, on behalf of the PRC Government and on my own behalf, I, thank you and 
appropriate departments of the USSR for support and assistance in organizing this 
exhibition. I note with satisfaction that Sino-Soviet trade has developed fairly well 
in the last few years, and that good foundations have been laid for economic relations 
and scientific-technical cooperation between the two countries. I am certain that this 
exhibition, and the Soviet industrial-trade exhibition to be organized in Beijing this 
December, will be a further contribution to the expansion of trade and economic 
relations between the two countries. 


China and the Soviet Union are close neighbors. We always ;reatly cherish the 
traditional friendship between the peoples of the two countries. We hope that the 
current PRC exhibition will be successful and will play a positive role in contributing 
to mutual understanding and friendship between our two peoples. 


The PRC exhibition pavilion, with an area of 2,400 square meters in Sokolniki Park, 
carries over 4,000 exhibits. They include machine tools, light industry equipment, 
electric generators, instruments; products of the petrochemical industry, ferrous and 
nonferrous metallurgy, and electronics industry; domestic electrical appliances, 
consumer goods, textiles, garments, and food products. These exhibits supplied by 5 
ministries and 22 trading companies of China reflect to a certain extent PR( 
achievements in economic construction during the years of the Sixth 5-Year Plan 
period. The exhibition will close on 10 August as planned. 


GORBACHEV SAYS PACIFIC MUST REMAIN PEACEFUL 
OW280124 Beijing XINHUA in English 0107 GMT 28 Jul 86 


[Text] Moscow, July 27 (XINHUA) -- Soviet leader Mikhail Gorbachev said today the 
Pacific region must remain quiet and peaceful but added that the United States is 
playing with the idea of building a new military bloc in the area. Gorbachev was shown 
by Soviet state television chatting with a crowd at a young pioneer camp near the 
eastern port of Vladivostok. He told them he would make a major speech tomorrow on the 
economic development in the Soviet far east and on Soviet relations with other Pacific 
countries such as the United States, Japan and China. 


The Soviet leader stressed the need to do everything possible to stop the attempts of 
building military blocs. "The Americans are already playing with this idea but we are 
categorically against it. We must build relations in such a way that it is quiet and 
peaceful in the Pacific ocean,” he explained. 


Gorbachev also repeated his constant message that the whole country needs to work hard 
to revive the economy. He said the economic reform now underway in the country will be 
sucessful only with the support of the entire Soviet population, including ordinary 
workers. 


Gorbachev, who arrived on Friday in Vladivostok, 7,000 km (4,500 miles) east of Moscow, 
is the first top Soviet leader to visit the region since it was visited by Nikita 
Khrushchev and Leonid Brezhnev. The far east, which has many of the country's untapped 
mineral resources, is of great strategic and economic importance to the Soviet Union. 


Earlier today, Gorbachev reviewed a display of his nation's naval might in the Pacific 
port of Vladivostok. The anti-submarine missile cruiser Minsk and the nuclear powered 
missile-carrying cruiser Frunze took part in the navy day parade. 
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SINO-BRITISH COMMUNIQUE ISSUED 0N HONG KONG 


OW270025 Beijing XINHUA Domestic Service in Chinese 0816 GMT 27 Jul 86 


{Text] London, 25 Jul (XINHUA) -- The Sino-British Joint Liaison Group ended its 
fourth meeting here this afternoon. A press communique was issued on the meeting. The 
text reads as follows: 


Press Communique on the Fourth Meeting of the Sino-British Joint Liaison Group. 


1. The Sino-British Joint Liaison Group held its fourth meeting in London from 22 to 
25 July 1986. The meeting dealt with a full agenda and achieved positive results. The 
two sides were satisfied with the work done by the experts since the third meeting of 
the Joint Liaison Group. 


2. The Joint Liaison Group approved the work done since the third meeting on Hong 
Kong's future shipping registration system and agreed on principles governing the 
establishment of a shipping registration office. 


3. The Joint Liaison Group continued its discussion on travel documents of Hong Kong 
residents. The two sides reached agreement on the terms of the right of abode 
endorsement to be entered in the new certificates of identity. The group recalled 
their agreement reached, in principle, at the third meeting of the Joint Liaison Group 
that “certificates of identity issued in Hong Kong before 1 July 1997 will, as of that 
date, continue to be used, as a transitional arrangement. [no closing quotation marks 
as received] and agreed that certificates issued between 1 July 1987 and 30 June 1997 
would continue to be valid for 10 years. The two sides agreed on the design of the 
future Hong Kong residents' identity cards and exchanged views on legislative aspects 
of the right of abode endorsement. 


4. The Joint Liaison Group reached agreement on detailed working rules for its 
standing subgroup of experts on international rights and obligations. They agreed that 
the Hong Kong Special Administrative. Region should maintain its own separate postal 
administration and that its representatives should participate as members of the 
Chinese delegation in meetings of the Universal Postal Union. The Joint Liaison Group 
also agreed that the Hong Kong Special Administrative Region should continue to have 
its own meteorological organization and to maintain its membership in the World 
Meteorological Organization. The Joint Liaison Group will consult further on practical 
steps to be taken toward this end. 


5. The Joint Liaison Group, in accordance with the relevant provisions of the “Joint 
Declaration,” held a useful discussion on matters concerning government functionaries, 
including a future pension system. 


6. The two sides noted with satisfaction Hong Kong's new status in t. > General 
Agreement on Tariffs and Trade, which was achieved following an agreement at the 
previous meeting of the Joint Liaison Group. 


7. The Joint Liaison Group held a useful and constructive discussion on civil air 
service agreement and reached a common view. 


8. The Joint Liaison Group decided to hold its next meeting in Beijing from 26 to 28 
November 1986. 
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HONG KONG DELEGATION CONCERNED ABOUT DAYA BAY PLANT 
HK260534 Beijing XINHUA Hong Kong Service in Chinese 0359 GMT 26 Jul 86 


[Text] Hong Kong, 26 Jul (XINHUA) -- A 12-man delegation from the Hong Kong "Joint 
Conference for the Shelving of the Daya Bay Nuclear Plant,” including Fung Chi-wood, 
went to the Hong Kong branch of XINHUA On the morning of 26 July to make known their 
views on the building of the Daya Bay nuclear plant. Hu Hui, a responsible person of 
the social work group of the Hong Kong branch of XINHUA, received them. 


After listening to their views, Hu Hui said, China's leaders have reportedly stated 
that full attention will be paid to safety in the Daya Bay nuclear plant and that this 
problem must be handled with great care. General Secretary Hu Yaobang, Vice Premier Li 
Peng, and other responsible persons of sectors concerned have all emphasized this 
point. The facts too have shown that the Chinese Govenment is indeed prudent regarding 
nuclear plant safety issues. For instance, in September China and France will jointly 
carry out a further examination of safety at the Daya Bay plant; and recently, the 
State Council has promulgated regulations on nuclear plant safety and strength?ned the 
measures in this respect. 


Hu Hui sais that the apprehensions of the Hong Kong compatriots regarding nuclear plant 
safety are understandable, anc the Chinese Government is well aware of these 
apprehensions and attaches great importance to. them. The Chinese Government will 
properly handle the Daya Bay nuclear plant issue based on the attitude of respecting 
science and attaching importance to safety. 


Hu Hui also said that the Hong Kong branch of XINHUA has consistently paid great 
attention to the views of all sectors in Hong Kong over the Daya Bay plant, and has 
also made accurate reports on these views to the State council and the units 
concerned. We will also accurately relay to Beijing the views you have expressed today. 
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DELHI REPORTS BORDER TALKS ENTERING FINAL PHASE 
BK230859 Delhi Domestic Service in English 0830 GMT 23 Jul 86 


{Text ] The seventh round of Sino-Indian border talks entered its concluding phase 
today with a review of the vestern sector and an exchange of views on the internationa! 
Situation. A PTI report .rom Beijing says before today's final plenary meeting, the 
leader of the Indian delegation and the foreign secretary, Mr A.P. Venkateswaran, 
sought clarifications on specific points of disagreement on the boundary question from 
his Chinese counterpart, Vice Foreign Minister Liu Shuginge. The agency says the 
western sector came up for review before the boundary subgroup after it completed a 
survey of the eastern sector. The middle sector running around Uttar Pradesh and 
Himachal Pradesh will be taken up in the next meeting. 


India’s charge about last month's Chinese intrusion into the Sumdorong Chu valley area 
of Arunachal Pradesh is also believed to have come up for discussion during the review. 


> 


In the science and technology group there was an agreement to retain all exchang: 
programs left over from 1985. The two sides also made a dozen fresh proposals. 


The Indian delegation leaves Beijing tomorrow for the ancient sceni ity of (?Xining) 
in southwest China. After a day's stay there it will leave for home. 


INDIA TO LAUNCH SECOND COMMUNICATIONS SATELLITE 
OW250809 Beijing XINHUA in English 0615 GMT 25 Jul 86 


[Text ] New Delhi, July 24 (XINHUA) -- India will launch it second communications 
satellite INSAT-1C in January-February 1988, it was officially announced today. 


INSAT-1C is supposed to be a standby for INSAT-1B which has a designed lite-time of 
five years and has been operating for four years. 


India will soon sign an agreement with European Ariane to launch INSAT-IC, Minister of 
State for Science and Technology Shivraj Patil told Parliament. However, efforts will 
be made to advance the launching to the second half of 1987, he added. 


It would cost 230 million rupees (18 million U.S. dollars) more than the stipulated 
cost of launching by space shuttle from the United States National Aeronautics and 
Space Administration (NASA) as provided by the earlier agreement, Pacil said. 


The space shuttle would not be available to India by mid 1988 hecause the United States 


Government had decided to use it for security purposes after it resumed its operations, 


he said. 


I. 28 Jul 86 PRC INTERNATIONAL AFFAIRS Gl 
WESTERN EUROPE 


KOHL WELCOMES RELAXATION OF EAST-WEST TENSION 


0W270159 Beijing XINHUA in English 0139 GMT 27 Jul 86 


[Text] Bonn, July 26 (XINHUA) -- Federal German Chancellor Helmut. Kohl today 
welcomed the latest signs of progress in East-West relations, saying it will help 
improve relations between Federal Germany and Democratic Germany. In an interview with 
the Nortn Deutsche Radio broadcast to’day, Kohl said Europe, especially Federal Germany. 
will benefit from real detente and disarmament. 


The Soviet Union has recently put forward a broad-ranged package, which to the effect 
calls for limiting of space weapons development to laboratory testing and a 30 percent 
reduction of strategic weapons by both sides. President Ronald Reagan said the Soviet 
side has begun to make "serious efforts" and it could be a "turning point" in 
U.S.-Soviet relations. 


During this month, French President Francois Mitterrand visited Moscow and Soviet 
Foreign Minister Eduard Shevardnadze came to London. The East-West relations figured 
high in their talks with the hosts. 


If the “big climate," which he meant the East-West relations, was improved, the 
so-called “small climate" of the Bonn-Berlin relations will also be ameliorated, he 
said. Kohl said the “fruitful talks" between Federal German Foreign Minister 
Hans-Dietrich Genscher and Soviet officials during his visit to Moscow earlier this 
week would also help push Federal Germany's dialogue with East European countries, 
particularly with Democratic Germany. However, he blamed Berlin for allowing a great 
number of refugees to enter Berlin (West) through that city. This is an unfriendly 
action, he said. 


Hails Reagan Response To Soviets 


OW280138 Beijing XINHUA in English 0124 MT 28 Jul 86 


[Text] Bonn, July 27 (XINHUA) -- The Federal German Government today hailed U.S. 
President Ronald Reagan's letter to Soviet leader Mikhail Gorbachev as a "positive 
sign" in U.S.-Soviet relations. Welcoming the move, Federal Government spokesman 


Friedhelm Ost said that there may be a summit meeting between the United States and the 
Soviet Union by the end of the year, which, he hopes, will bring about substantial 
results. Ost said that Federal Chancellor Helmut Kohl has been working for real 
progress in disarmament and improved relations between Washington and Moscow. “Better 
U.S.-Soviet relations will improve the atmosphere in East-West relations as a whole,” 
Ost said. “It will have a positive bearing on Bonn's relationship with its Eastern 
neighbors, particularly on the dialogue between the two germanies,” he noted. 


Last weekend, Reagan sent Gorbachev a letter in which he reportedly said the United 
States is willing to delay deployment of a nuclear weapons defense system for five to 
seven years in exchange for an agreement that such a system could be deployed by either 
or both superpowers after an agreed-upon date. Research is now underway in the U.S. 
for such a system, known as the Strategic Defense Initiative. 


Gorbachev more than a month ago sent Reagan a letter proposing, among other things, 
deep cuts in the offensive nuclear weapons of the two countries in exchange for U.S. 
agreement to extend for 15 to 20 years the 1972 Anti-Ballistic Missile Treaty, which 
prohibits development, testing and deployment of space-based defense systems. 
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ZHAO ZIYANC CONCLUDES TUNISIA VISIT, HEADS FOR HOME 


Tours Canal EB.ilt With PRC Aid 


0W251858 Beijing XINHUA in English 1454 GMT 25 Jul 86 


[Text] Tunis, July 25 (XINHUA) -- Visiting Chinese Premier Zhao Ziyang this morning 
toured the Medjerdah-Cape Bon Canal project on the west:rn suburbs of Tunis. The cana! 
project, called the "“Tunisian-Chinese Friendship Canal", was built from 1979 to '984 
with Chinese aid. 


Accompanied by Tunisian Agriculture Minister Lassad Ben Osman, the Chinese premier 
viewed a major part of the project. He said, thanks to the care and concern of 
Pre. dent Habib Bourguiba and efforts by the Tunisian Government and people, "I am very 
glad that Sino-Tunisian cooperation has yielded such great achievements." 


The canal, the largest water conservation project in Tunisia, is 120 kilometres long, 
running fron northwest Tunisia to the northeast part of the country and irrigating 
18,900 hectares of land. Tire canal project has been in operation for more than two 
years. Ben Osman told Zhao that two-fifths of the Tunisian people are benefiting from 
the water it brings them. 


The Chinese premier and his party also visited the Bardo Museum after the canal tour 
this morning. The Bardo Museum, the second biggest in Africa, is famous for its large 
collection of mosaics. 


Meets ‘Arafat; Reaffirms Support 


OW252346 Beijing XINHUA in Englis: 2330 GMT 25 Jul 86 
("PLO Reassured of China's Continued Support" -- XINHUA headline] 


[Text] Tunis, July 25 (XINHUA) -- China will not change its position of supporting the 
Palestinian people's just struggle and the Palestine Liberation Organization (PLO) , 
visiting Chinese Premier Zhao Ziyang told the PLO leader Yasir ‘Arafat here this 
afternoon. The assurance was given by the Chinese leader in a meeting with the 
chairman of the PLO executive committee at the Marsa Guest House here where he is 
staying during his visit to Tunisia. 


After hearing a brief account given by the PLO leader of the latest developments in the 
Middle East and his organization's position in this regard, Premier Zhao said China has 
taken notice of fact that more Arab countries are now in favor of a political 
settlement of the Middle East problem. 


China always maintains that any political solution must be based on a fair settlement 
of the Palestinian people's right to self-determination and on the recognition of the 
PLO as the sole legitimate representative of the Palestinian people, Zhao stressed. 
This calls for unity of Arab countries and the PLO's internal unity, the Chinese 
premier pointed out. Without this unity, one cannot expect the United States and 
Israel to change their obdurate attitude, he said. 


Zhao advised the PLO leader to be mentally prepared for a protracted struggle and pay 
greater attention to political struggle. 
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He also underlined the vital importance of the PLO getting along well with Jordan, 
Egypt and other Arab countries. He hoped that the PLO would try to win the most 
extensive possible international sympathy and support. 


Zhao told the PLO leader that China is ready to back any proposals put forward by his 
Organization and Arab countries that are conducive to the restoration of the 
Palestinian people's national rights and the recovery of their lost land, and that are 
supported by the majority of Arab countries. 


On the proposal for a Middle East conference to be attended by the permanent members of 
the UN Security Council, Premier Zhao noted that so long as the PLO and Arab countries 
regard such a conference helpful to the Palestinian people's just cause, China would 
not raise objection. But, the premier pointed out that a fair and reasonable solution 
to the Middle East problem depends on persistence in a protracted struggle, instead of 
international conferences. 


Hosts Return Banquet 


OW260020 Beijing XINHUA in English 0004 GMT 26 Jul 86 


[Text] Tunis, July 25 (XINHUA) -- Visiting Chinese Premier Zhao 7Ziyang gave a return 
banquet here this evening. Tunisian Prime Minister Rachid Sfar, National Assembly 
President Mahmoud Messadi and other high-ranking government officials were present on 
the occasion. 


Premier Zhao in his toast thanked Tunisian President Habib Bourguiba for the audience 
he granted to him and the Grand Cordoned Republic Order he conferred on him. 


He said that during his visit he had a free exchange of views with Prime Minister Sfar 
on a series of international issues and on the development of bilateral relations and 
found that they have identical views. He said that there has been a good beginning in 
the bilateral cooperation, which has been conducted in a variety of forms, and both 
sides expressed the desire to further promote such cooperation. This does not only 
conform to the interests of the people of China and Tunisia but also provides useful 
experience in South-South cooperation, Zhao added. He expressed the belief that 
through the common efforts, such cooperation is sure to develop further. 


In reply, Prime Minister Sfar described Premier Zhao's visit as “having left a deep 
impression on President Bourguiba and the Tunisian people." Zhao's visit, he said, 
will push to a new high the relations of friendship and cooperation between the two 
countries. He valued highly the benefit brought to the Tunisian people by the 
120-kilometer Medjerdah-Cape Bon Canal bulit with Chinese aid. The friendship canal, 
he said, will be praised by the people of the two countries from generation to 
generation, just like the civilization of Carthage. 


Present at the banquet were the Chinese minister in charge of the state economic 
‘commission and other officials accompanying the premier on the visit and the Chinese 
ambassador to Tunisia. Earlier, Premier Zhao attended a reception given by Messadi in 
celebration of the 29th anniversay of the founding of the Republic of Tunisia. 
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Meets PRC Representatives 
OW260430 Beijing XINHUA Domestic Service in Chinese 1602 GMT 25 Jul 86 


[Excerpt] Tunis, 25 Jul (XINHUA) -- [passage omitted] On the evening of 24 July, at 
the Chinese Embassy in Tunisia, Premier Zhao Ziyang met with the embassy staff and 
representatives of Chinese experts and students working and studying in that country. 
He encouraged them to contribute continuously to Sino-Tunisian’ friendship 
cooperation. Prior to this, Premier Zhao and his entourage visited the (Condaulh 
tourist center in Sousse, a famous sight-seeing city on the east coast of Tunisia. 


Concludes Visit to Tunisia 
OW270224 Beijing XINHUA Domestic Service in Chinese 1503 GMT 26 Jul 86 


[Excerpts] Tunis, 26 Jul (XINHUA) -- Premier Zhao Ziyang and his entourage left here 
for home by special plane at noon today after winding up their 4-day successful 
goodwill visit to Tunisia. 


They were given a warm send-off at the airport by Tunisian Prime Minister Sfar and 
otuer high-ranking Tunisian party and government officials as well as Chinese 
Ambassador to Tunisia Xie Bangding. A grand send-off ceremony was held at _ the 
airport. By the side of the ramp, Prime Minister Sfar and Premier Zhao embraced each 
other and then said goodbye. 


Prior to his departure, Premier Zhao made a brief statement to the press and answered 
reporters' questions in the airport VIP room. Through this visit, he said, there will 
surely be new developments in the future in all domains of the relations of friendship 
and cooperation that have been built between the two countries on the basis of the five 
principles of peaceful coexistence. 


This morning Prime Minister Sfar came to the "Palace of Happiness" of the (Marsa) 
National Guesthouse to say a few parting words to Premier Zhao. 


When leaving Tunisia after winding up his visit, Premier Zhao dispatched a message to 
Tunisian Prime Minister Sfar, expressing heartfelt thanks to the Tunisian Government 
and people for their warm and friendly hospitality. 


This morning, in Al-Menzah district of Tunis city, Premier Zhao and Tunisian Prime 
Minister Sfar jointly presided over a foundation-laying ceremony for the Youth Home of 
the Capital of Tunisia. This is a new project of Sino-Tunisian friendship and 


cooperation. 


First, the premiers of the two countries looked at the designs for the Youth Home. 
Then, amid warm applause, they laid a piece of white marble on the foundation stone. 
In high spirits, they planted an evergreen tree by the foundation stone. After that, 
Premier Zhao watched the well-wishers' entertainment and athletic performances in the 
company of Prime Minister Sfar. 


Also, Premier Zhao and his entourage were driven this morning to the coast in the 
northern suburb of the capital to visit the renowned Carthage ruins which are 


2,000-3,000 years old. [passage omitted] 
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On the afternoon of 25 July, Premier Zhao attended a reception in the National Assembly 
Palace given by Messadi, president of the Tunisian National Assembly, to mark the 29th 
founding anniversary of the Republic of Tunisia. They had a cordial and friendly 
conversation. [passage omitted] 


Departs Tunis for Beijing 
OW261456 Beijing XINHUA in English 1436 GMT 26 Jul 86 


[Text] Tunis, July 26 (XINHUA) -- Chinese Premier Zhao Ziyang wound up his four-day 
official goodwill visit to Tunisia today by telling reporters at the Tunisia-Carthage 
airport that his Tunisian visit was a "complete success." 


"My talks with Tunisian Prime Minister Rachid Sfar touched upon wide-ranging issues on 
the international situation and developments in bilateral relations, and we have 
reached unanimity at large,"' Zhao said. "I am even more convinced through the visit 
that there will surely be new developments in all domains in the relations of 
friendship and cooperation between China and Tunisia," he added. 


Sfar told the Chinese premier that his visit has contributed to enhancing friendship 
between Tunisians and Chinese. 


Earlier today, Zhao and Sfar laid a foundation stone for the "Youth Home of Tunis," a 
cooperative project between China and Tunisia. When completed, it will provide better 
conditions for the Tunis youth' study, sports and recreational activities. 


Tunisia was the last leg of Zhao's six-nation Balkan-Mediterranean tour, which also 
took him to Romania, Yugoslavia, Greece, Spain, and Turkey. The nearly one month-long 
tour was regarded in Tunisia as "having contributed to maintaining world peace, 
especially in the Balkan and Mediterranean region and promoted friendship and 
cooperative relations with these countries." 


Arrival in Beijing 
OW270145 Beijing XINHUA in English 0123 GMT 27 Jul 86 


[Text] Beijing, July 27 (XINHUA) -- Chinese Premier Zhao Ziyang returned here today 
after an official goodwill visit to Romania, Yugoslavia, Greece, Spain, Turkey and 
Tunisia. Among those greeting the Chinese premier at the airport were Vice-Premier Wan 
Li and State Councillor and Foreign Minister Wu Xueqian. 


Lu Dong, Chinese minister in charge of the State Economic Commission and other Chinese 
officials, who had accompanied the premier on his visit, also returned on the same 
plane. Diplomatic envoys of the six countries that the Chinese premier had visited 
were also present at the airport to meet him. 


WU XUEQIAN MEETS LEBANON FOREIGN AFFAIRS SECRETARY 
OW280642 Beijing XINHUA in English 0601 GMT 28 Jul 86 


[Text] Beijing, July 28 (XINHUA) -- Wu Xueqian, Chinese State councillor and minister 
of foreign affairs, met here today with Fu'ad al-Turk, secretary general of the 
Ministry of Foreign Affairs of Lebanon. 
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DAYA BAY FIRST-STAGE FACILITIES COMPLETED 


0W271126 Beijing XINHUA in English 1055 GMT 27 Jul 86 


[Text] Beijing, July 27 (XINHUA) -- The first stage project of the Daya Bay Nuclear 
Power Plant in Guangdong Province, south China, has come to the finish after 27 months 
of construction, according to today's overseas edition of the PEOPLE'S DAILY. 


The paper reported the second stage construction of the nuclear power plant will start 
soon. The second stage project includes installation of a nuclear island (two 
reactors) and two conventional nuclear islands (conventional power generating units), 
which have a generating capacity of 900,000 kilowatts each. 


The first stage project includes a 1,400-meter mole, a 1,000-ton and two 500-ton 
temporary unloading berths, an 1,054-meter underground waterproof wall, a _ highway 
leading to Shenzhen, a reservoir and telecommunications facilities. 


The paper also reported today that a Shanghai plant has -successfuly manufactured 
China's first deoxigenation water tank, the major component of the water feeding system 


for the conventional islands of the Qinshan nuclear power plant in east China. 


RENMIN RIBAO REPORTS OVERSTOCK OF CONSUMER GOODS 


HK270955 Beijing RENMIN RIBAO in Chinese 22 Jul 86 p 2 


[Dispatch by reporter Dong Huanliang: "Department Concerned Urges Measures To Clear 
Overstock of Industrial Products"] 


[Text] Due to poor quality and unmarketability, there is a serious overstock of some 
consumer industrial products. Of 128 major industrial products marketed by the 
commercial system, 26 commodities, including cotton-polyester fabric, fiber of long and 
medium staple, and fluorescent lamps, are unmarketable or overstocked. In late June 
this year, the total stock of industrial goods of commercial units and supply and 
marketing cooperatives throughout the country had increased by 10.8 percent over the 
same period of last year. 


Let us take the garment industry as an example -- so far there are all kinds of shoddy 
garments which are unmarketable and are enormously overstocked. By late April, the 
second light industrial system in Shanghai had overstocked a total of 1,038,000 
garments, while the commercial system in Beijing had overstocked a total of 900,000 
garments. Although a 30-percent discount is offered, shoddy business suits still 
cannot be sold. This year, in April, which is the busy season, the sales volume of 
lounge suits of the four largest department stores in Beijing municipality decreased by 
32.1 percent over the same period of last year. 


There is also an enormous overstock of shoddy household electric appliances of various 
inferior brands, which was resulted in an unreasonable commercial stock structure. 


[paragraph continues ] 
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By late March, the proportion of household electric appliances in the commercial stock 
structure of Henan Province had been raised by 240 percent over the same period ot last 
year. By late April, Shandong Province had a stock of 118,000 black-and-white 
television sets, of which 40 percent were unmarketable. The stock of inferior 
cigarettes which accounts for 21.8 percent of the cigarette stock of China is just 
unsalable. As a result, package sales with high-grade cigarettes mixed with shoddy 
ones has become a common practice in some places. 


There is a large overstock of unmarketable industrial products, resulting in a drastic 
increase in the amount of funds locked in stock of finished products. By late June 
this year, the amount of funds locked in stock of finished products in the state-owned 
industrial enterprises covered by the state budget had increased by 29.8 percent over 
the same period of last year. In consequence, many enterprises did not have enough 
circulating funds in hand, leading to very poor economic results. Recently, our 
reporter interviewed some people in charge of the economic administrative departments 
concerned on the issue of serious overstocking of some industrial products. They held 
that it that is necessary to correctly evaluate the issue and take the following 
measures to solve it as soon as possible: 


1. It is necessary to correctly handle the relations between growth rate and economic 
results rather than to blindly seek high output and output value. It is necessary to 
adhere to the principle of setting the output quota in light of the market demand and 
to avoid further overstocking. 


2. It is necessary to take the initiative in readjusting the product mix in accordance 
with the market demand. 


3. Efforts must be made to implement the policy of fixing prices according to quality, 
namely, high prices for quality goods and low prices for interior goods, and to 
appropriately widen the price gap with a view to promoting the production of quality 
products and the sale of interior goods. 


4. All enterprises should regularly take stock, make a resolute decision to handle 
overstocks, and reduce the excessive amount of funds used to keep stock of finished 


products. 

Commentator's Article 
HK270957 Beijing RENMIN RIBAO in Chinese 22 Jul 86 p 2 
[Commentator's article: "The Concept of Quality’ Is Needed in Commodity Production" 
[Text] The report on serious overstocking of industrial products carried in our 
newspaper today should draw a reasonable degree of attention. The overstocking of 


industrial products may be due to the operation of circulating channels, for example, 
some products needed by rural areas have flowed to urban areas, while some products 


needed by urban areas have flowed to rural areas instead. However, quite a lot of 
overstocking has resulted from inferior product quality. Once again, this fact serves 
as a warning to us -- to promote production we must first adopt the concept of 


“quality.” 
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The 12th CPC National Congress clearly asserted: China's general goal of economic 
construction by the turn of the century is "to strive to quadruple the country's annua! 
gross industrial and agricultural output value on the premise of constant improvement 
of economic results."" That is to say, a prerequisite for the "quadrupling of the gross 
industrial and agricultural output value" is to produce high-quality products with as 
little input as possible. It will be both wrong and harmful if we one-sidedly seek 
high output and output value and regard the target of "“quadrupling'"' as a pure 
quantitative increase. If shoddy goods are allowed to leave the factory and then 
become stockpiled in state warehouses, that will mean the failure to meet the people's 
demand and a great amount of state funds will be locked up in overstocks. On the 
surface, the output value may have been increased, but in fact this would mean a 
disaster to the state. Propping up a high output value with inferior products in 
exchange for a "quadruple output value"’ -—- is this not a gross deception? 


Stressing quantity at the expense of quality and seeking high growth rate at the 
expense of economic results, has been a long-standing malpractice in our country's 
economic construction. Over a long time, but the macroeconomic decision-making process 
at the administrative level and the microeconomic operation at the enterprise level 
were oriented to the needs of the product economy since the commodity economy was 
improperly negated and rejected. The state took all the products produced by a plant 
and did not care whether the goods were marketable. Unsalable goods were just left in 
warehouses. The state assumed the full responsibility for profits and losses, while 
the plant did not take any economic responsibility. Disregarding the pricing policy of 
"high prices for quality products" will inevitably encourage the plant to overlook th: 
enhancement of product quality. As the "Law on Bankruptcy" is not available, the 
enterprise will only retain profits but assume no responsibility for losses. Then it 
will lose the spirit of "surviving on high quality."' All the above facts show that in 
order to adopt the orientation of "quality first,"’ we must first discard the product 
economy and truly follow the law governing the developing of the commodity economy. 


As the saying goes: "One cannot draw a square and a circle without a set square and 
pair of compasses." In striving for high output with high quality, we are required to 
constantly raise the qualitative standards for commodities. There is no limit to the 
progress of social production technology, and the demand of the vast number ot 
consumers on the quality of products is also constantly upgraded. Therefore, m 
enterprise must be content with the current "high quality standard" it has attained | 

must adopt a positive attitude toward introducing international standards and foreign 


countries' advanced standards in accordance with the dynamic change in qualitatitve 
standards, so that it can improve the quality of its products daily. Only in this way 
can we increase the competitive power of our products on both the domestic and 
international markets. Only by fulfilling the goal of "quadrupling the gross 
industrial and agricultural output value’' on ths premse, can we meet the requirements 


set by the 12th CPC National Congress and bring real benefits to our state and people. 
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MINISTRY GIVES FIGURES ON CONTRACT LABOR SYSTEM 


OW261351 Beijing XINHUA in English 1158 GMT 26 Jul 86 


[Text] Beijing, July 26 (XINHUA) -- More than 80 percent of the workers employed in 
China over the past year found jobs by signing labor contracts with their employers, an 
official of the Ministry of Labor and Personnel said here today. 


The figure is the largest since China began to introduce the new contract labor system 
in 1981. 


According to the ministry, there are more than 3.5 million contract workers in China, 
about five percent of the country's total work force. 


The purpose of introducing the new system, the official said, is to change the existing 
permanent job system under which workers are hired and distributed through 
administrative oraers solely. 


The new system will give workers and businesses the opportunity to choose each other 
and ascertain their relationship through economic, legal as well as administrative 
measures by signing contracts, he added. 


As part of the country's ongoing reform, the new system will help eliminate the 
shortcomings of the permanent job system under which workers were given jobs for life 
on fixed incomes regardless of their performance, and establish a rational socialist 
labor system which can meet the needs of the development of socialized large-scale 
production and the planned socialist commodity economy. Since 1981, the official 
noted, the contract system has helped improve the productivity of enterprises by 
enhancing the competitiveness of both the workers and businesses and bringing their 
initiative into play. 


At the Shanghai port, China's largest, more than 5,400 contract workers have been 
employed since 1981 and one third of the loaders are working under contracts. 
Productivity of the loaders has been raised by 23 percent over the past five years. 


The new system has also created a more rational flow of labor, the official said. In 
Qingdao City, Shandong Province, where the system has been tried out since 1983, 425 
workers have terminated their contracts and 35/7 have found new jobs which better suit 
their talents and specialities. 


To guarantee the welfare of the contract workers, labor imsurance has been set up in 
state-owned enterprises in Jiangsu Province where more than 350,000 such workers have 
been employed, about eight percent of the total work force. The insurance fund is 
raised either by picking up 15 to 18 percent from the payroll of the contract workers 
or by collecting one to two percent from their basic wages. The money is put into 
banks under specific names and can be drawn when necessary, especially in times of 
illness, injury, disability, old age and death. 


The new system has been welcomed by the majority of the country's young workers and 
people waiting for jobs, the official said. According to a sample survey conducted by 
the Labor Bureau of Guangzhou City in south China, more than 90 percent of those 
surveyed favor this reform. 


I. 28 Jul 86 K 5 CHINA 
PRC NATIONAL AFFAIRS 


ADMINISTRATIVE DIVISION CHANGES REPORTED 


HK241145 Beijing RENMIN RIBAO in Chinese 19 Jul 86 p 4 


[Report: "Changes in Administrative Divisions at and Above the County Level Throughout 
the Country in the First Half of 1986") 


[Text] Between January and June 1986, the State Council approved the following changes 
in the administrative divisions at and above county level. 


Hebei Province 


1. To abolish Dingxian County and establish Dingzhou [1353 1558] City (county level), 
with the administrative division of Dingxian County put under the jurisdiction of 
Dingzhou City. 


2. To abolish Shulu County and establish Xinji [6580 7162] City (county level), with 
the administrative division of Shulu County put under the jurisdiction of Xinji City. 


3. To abolish Nangong County and establish Nango [0589] City (county level), with the 
administrative division of Nangong County put ‘vider the jurisdiction of Nangoing City. 


4. To abolish Rengqiu County and establish Rengiu [0117 8002! City (county level), with 
the administrative division of Renqiu County put under the jurisdiction of Renqgiu City. 


5. To put Zhengdong and Luancheng Counties of Shijiazhuang Prefecture under the 
jurisdiction of Shijiazhuang. 


6. To put Wu'an County of Handan Prefecture under the jurisdiction of Handan City. 
7. To put Qingyuan County of Baoding Prefecture under the jurisdiction of Baoding City. 


8. To put Qingxian County of Cangzhou Prefecture under the jurisdiction of Cangzhou 
City. 


9. To put Xingtai County of Xingtai Prefecture under the jurisdiction of Kingtai City. 
10. To abolish the suburban area of Handan City. 


Jiangsu Province 


1. To abolish Yizheng County and Establish Yizheng [0308 1767] city (county level), 
with the administrative division of Yizheng county put under the jurisdiction of 
Yizhend City. 


2. To divide the Xinhai district of Lianyungang City into Xinpu [2450 3184] and 
Haizhou [3189 1558] districts. 


Zhejiang Province 


1. To abolish Lishui County and Establish Lishui [7787 3055] City (county level), with 
the administrative division of Yizheng County put under the jurisdiction of Yizheng 


City. 


2. To divide the Xinhai District of Lianyungang City into Xinpu [2450 3184] and 
Haizhou [3189 1558] Districts. 
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Zhejiang Province 


1. To abolish Lishui County and establish Lishui [7787 3055] City (county level), with 
the administrative division of Lishui County put under the jurisdiction of Lishui City. 


2. To abolish Linhai County and establish Linhai [5259 3189] City (county level), with 
the administrative division of Linhai County put under the jurisdiction of Linhai City. 


Anhui Province 


To abolish Haoxian County and establish Haozhou [3032 1558] City (county level), with 
the administrative of Haoxina County put under the jurisdiction of Haozhou City. 


Shandong Province 


1. To abolish Yidu County and establish Qingzhou [7230 1558! City (county level), with 
the administrative division of Yidu County put under the jurisdiction of Qingzhou City. 


2. To abolish Qufu County and establish Qufu [2575 7079] City (county level), with the 
administrative division of Qufo County put under the jurisdiction of Qufu City. 


Henan Province 


l. To abolish Xinxiang prefecture and put Huixian, Huojia, Yuanyang, Yanjin and 
Fengqiu Counties under the jurisdiction of Xinxiang City; and to put Wuzhi, Qinyang, 
Wenxian, Mengxian and Jiyuan Counties under the jurisdiction of Jiaozuo City. 


2. To abolish Xuchang Prefecture and upgrade Xuchang and Luohe Cities to prefectural 
level cities. To put Yuxian, Changge, Xucahng and Yangling Counties under the 
jurisdiction of Xuchang City; to put Wuyang, Linying and Yancheng Counties under the 
jurisdiction of Luohe City; and to put Jiaxian and KXiangcheng Counties under the 
jurisdiction of pingdingshan City. 


3. To abolish Luoyang Prefecture and upgrade Sanmenxia City to prefectural! level 
city. To put Mianchi, Shanxian, Lingbaoi and, Lushi Counties under the jurisdiction of 
Sanmenxia City, and to put Yima City (county level) under the mandate of Sanmenxia 
City. To put Luanzhou, Songxian, Ruyang, Yiyang, Luoning and Yichuan Counties under 
the jurisdiction of Luoyang City, and to put Linru County under the jurisdiction of 
Pingdingshan City. 


4. To put Xunxian and Qixian Counties of Anyang Prefecture under the jurisdiction of 
Hebi City. 


5. To put Huaxian and Niehuang Counties of Puyang city under the jurisdiction of 
Anyang City, and to put Changyuan NTY under the jurisdiction of Xinxiang City. 


6. To establish Weidu [7614 6757] District in Xuchapg City. 
7. To establish Liyuan [4539 3293] District in Luohe City. 


8. To establish Lihubin [4539 3275 3453] District in Sanmenxia City. 
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Hubei Province 


l. To abolish Yingcheng County and establish Yingcheng [2019 1004] City, with the 
administrative division of Yingcheng County put under the jurisdiction of Yingcheng 


City. 


2. To abolish Puqi County and establish Puqi [5543 0967] City (county level), with the 
administrative division of Puqi County put under the jurisdiction of Pugi City. 


3. To abolish Mianyang County and establish Xiantao [0103 2711] City, with the 
administrative division of Mianyang County put under the jurisdiction of Xiantao City. 


4. To abolish Shishou County and establish Shishou [4258 7445] City, with the 
administrative division of Shishou County put under the jurisdiction of Shishou City. 


5. To abolish Macheng County and establish Macheng [7802 1004] City (county level), 
with the administrative division of Macheng County put under the jurisdiction of 


Macheng City. 


6. To abolish Lichuan County and establish Lichuan [0448 1557] City (county level), 
with the administrative division of Lichuan County put under the jurisdiction of 


Lichuan City, 
Hunan Province 


1. To abolish Yueyang Prefecture, and put Linxiang, Huarong, Xiangyin, Miluo and 
Pingjiang Countries under the jurisdiction of Yueyang City. 


2. To abolish Shaoyang Prefecture, and put Shaoyang, Longhui, Dongkou, Wugang, 
Suining, Xinning countries and Chengbu Miao autonomous country under the jurisdiction 


of Shaoyang City. 
Guangdong Province 


1. To relocate the seat of Gaoyao County people's government from Zhaoqing city to 
Nan'an Town. 


2. To upgrade Haikou City to prefectural level city. 
3. To establish Tongza [6639 0087] City (county level) and put part of the 
administrative divisions of Baoting, Giongzhong and Ledong Countries under the 


jurisdiction of Tongza City, which will be under the administration of Hainan Li-Miao 
nationality autonomous prefecture. 


Sichuan Province 


To abolish Xichang County and put its administrative division under the jurisdiction of 
Xichang City. 


Xizang Autonomous Region 


To replace Qiongjie [4522 48147] County with Qiongjie [8825 4814] County. 


I. 28 Jul 86 K 8 CHINA 
PRC NATIONAL AFFAIRS 


Qinghai Province 


1. To divide Chengxi District of Xining City into Chengxi [1004 6007] and Chengbei 
[1004 0554] Districts. 


2. To abolish the suburban area of Xining City. 
Xinjiang Uygur Autonomous Region 


To abolish Artux County and establish Artux [7093 0956 0087] City (county level), with 
the administrative division of Artux County put under the jurisdiction of Artux City. 


MINORITY REGION ECONOMIC DEVELOPMENT ACCELERATES 


0W270133 Beijing XINHUA Domestic Service in Chinese 1125 GMT 25 Jul 86 


[By JINGJI RIBAO reporter Cheng Yuan and XINHUA reporter Ke Daxing] 


[Excerpts] Beijing, 25 Jul (XINHUA) -- In recent years, China's minority autonomous 
regions have accelerated their economic development, making new contributions -- which 
draw worldwide attention -- to the common prosperity of this multinational country. 


According to the latest information released by the State Statistical Bureau, the gross 
value of local industrial and agricultural production in these regions reached 80.1! 
billion yuan in 1985, if calculated on the basis of the 1980 price level. This was 88.6 
percent more than the 1980 output value. The average annual growth rate for the 5 years 
was 9.7 percent, showing the best trend of economic growth in the history of these 
regions. [passage omitted] 


During the past few years, leading comrades of the party Central Committee and the 
State Council have, one after another, made inspection tours of the minority-inhabited 
regions. At the same time, the state has adopted a variety of preferential policies and 
bolstering measures for the economic development of these regions. During the last 3 
years alone, more than 12 billion yuan was provided by the state as regular financial] 
subsidies to the five autonomous regions, namely Nei Monggol, Ningxia, Xinjiang, 
Xizang, and Guangxi, whereas the amount of bank loans for the economic development of 
the minority-inhabited regions totaled some 1.2 billion yuan. Apart from these, the 
minority-inhabited regions have been provided with a variety of special funds and 
special subsidiary appropriations. The projects initiated by various departments in 
other localities to support their counterparts in these regions have also increased in 
number with each passing year. Meanwhile, over 40 construction projects planned by the 
central authorities to be built in Xizang with assistance from various localities have 
been completed on this "roof of the world." 


With the support from various quarters, the minority autonomous regions have persisted 
in shifting the focus of their work from grasping general routine tasks to economic 
development and construction. They have made positive efforts to implement the policy 
of opening to the outside world and enlivening the domestic economy and taken measures 
suited to their specific local conditions to introduce investment from the outside and 
establish lateral times at home, with a view to fully utilizing their local resources. 
As a result, their economic activities have become increasingly vigorous. 
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The value of industrial production in minority autonomous regions totaled 44.97 billion 
yuan in 1985, surpassing the 1980 record by 70 percent and showing an average annual 
growth rate of 11.3 percent. During those 5 years, the output of most main industrial 
products in these regions met the Sixth 5-Year Plan targets ahead of schedule. In 
particular, the electric power outpout doubled during this period. In the meantime, 
the minority autonomous regions have reaped bumper harvests for several years, and the 
internal structure of their agriculture has become more rational. The output of grain 
and cotton during the Sixth 5-Year Plan hit a record high. As of the end of 1985, the 
number of draft animals in stock was 47.49 million head, and that of hogs reached more 
than 45 million head, exceeding the 1980 records by 20.9 and 39.2 percent 
respectively. Transportation facilities have also been improved. The total mileage of 
railways has exceeded 12,000 kilometer. The intensive efforts spent in building such 
key state projects as the renovation of the Qinghai-Xizang Highway; the construction of 
the Yuanbaoshan and Tongliao power plants and the Huolinhe mining area in Nei Monggol, 
the Ningxia chemical plant, the urumqi general petrochemical plant, and Guangxi's Dahua 
Hydropower Station; and the completion and operations of these projects have boosted 
the sustained strength of the minority autcnomous regions to develop their economies. 


coincidental with the economic development of the minority autonomous regions is a 
corresponding improvement of their people's living standards. Compared with the 1980 
records, the total volume of retail sales of commodities in these regions rose by more 
than 100 percent in 1985, urban and rural savings deposits grew nearly threefold, and 
both the total amount of wages earned by staff members and workers and the average net 
income of peasants showed a considerable increase. In spite of this, an authoritative 
personage has pointed out that the economic level attained by minority autonomous 
regions through their efforts in the past few years is still considerably below the 
nationwide average. Changing their economic backwardness as soon as possible will 
remain a strategic task for a long time in our country's economic construction program, 


he said. 


DECISION ON STRENGTHENING ENTERPRISE MANAGEMENT 


HK251311 Beijing RENMIN RIBAO in Chinese 18 Jul 86 p 2 


{"The Decision of the State Council on Several Questions Concerning the Strengthening 
of Industrial Enterprise Management (4 July 1986)"'] 


[Text] 1. During the Sixth 5-Year Plan, by conducting overall consolidation and 
initial reforms, China's industrial enterprises affected great changes to their outlook 
and made a great contribution to the steady and proportionate development of the 
national economy. However, the problem of poor enterprise performance still exists. 
The technology of our enterprises is backward and their management is even more so. 
This has found intense expression in the fact that quite a few enterprises turn out 
poor quality products, consume large amounts of materials, and yield poor economic 
results. They fail to adapt themselves to the needs of the modernization drive and 
people's consumption. With the gradual improvement of the socialist market system and 
the continued expansion of our economic and technological links with foreign countries, 
all enterprises are facing a severe test, in which only the best will survive. 
[paragraph continues] 
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If an enterprise fails to improve its product quality, to reduce its material 
consumption, and to attain better economic results, it will not be able to survive and 
develop and the state will also find it difficult to attain the desired objective of 
modernization. For this reason, it is necessary to gain a sober understanding and to 
have a strong sense of urgency. 


2. In the Seventh 5-Year Plan, it is necessary to take improved product quality, 
reduced material consumption, and better economic results as major indexes’ for 
assessing the management level of industrial enterprises. To this end, we have laid 
down the principal standards for special-, first-, and second-class state enterprises 
and for advanced enterprises at the provincial (autonomous regional or municipal) level. 


The principal standards for special-class state enterprises are that they should reach 
the advanced world ievel and join the ranks of the advanced in the world in terms of 
major product quality and material consumption indexes. 


The principal standards for first-class state enterprises are that they should come up 
to the advanced world level of the late 1970's or early 1980's in terms of major 
product quality and reach the 1985 advanced national level of the same trade in terms 
of major material consumption indexes. 


The principal standards for second-class state enterprises are that they should 
manufacture brand-name, high-quality products which are the country's leaders in the 
same trade and which are suited to market needs and should reach the 1985 advanced 
national level of the same trade in terms of major material consumption indexes. 


The principal standards for advanced enterprises at the provincial (autonomous regional 
or municipal) level are that they should manufacture brand-name, high-quality products 
which are the province's leaders in the same trade and wh ch are suited to the market 
needs and that they should reach the 1985 advanced provincial level of the same trade 
in terms of major material consumption indexes. 


Industrial enterprises throughout the country, particularly the state-owned large and 
medium-sized enterprises, should proceed trom their own practical conditions in working 
out plans for "grasping management, upgrading enterprises, and improving performances 
in an all-round way" and adopting effective measures to fulfill them. 


The work of upgrading enterprises should be carried out in a planned and systematic 
way. In the country as a whole, we should try it out first in machine-building, 
electronics, iron and steel, nonferrous metal, chemical, textile, and some light 
industries. Other industries can also carry out experiments at selected enterprises 
according to the above-mentioned requirements. In the course of our work, we should 
persist in seeking truth from facts and guard against formalism. There will not be a 
"system of life tenure" for advanced enterprises at all levels. It is necessary to 
assess enterprises regularly, promoting those which are up to standards and demoting 
those which are not up to standards. The assessment work should be conducted by 
impartial institutions or organizations. Enterprises which are up to the standards for 
special-, first-, and second-class state enterprises will be given appropriate 
encouragement in terms of credit, export, wages, and bonuses. 
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With regard to the specific standards for assessing the grades of enterprises and the 
plans, as well as the detailed rules and regulations for upgrading enterprises, the 
relevant departments of the State Council, with the coordination of the State Planning 
Commission, will be responsible for the grade standards of enterprises at the state 
level. The provinces, autonomous regions, and municipalities wil! formulate, by 
themselves, those concerning enterprises at the provincial level. Because the work of 
upgrading enterprises involves a wide range of issues, all localities and departments 
should have proper institutions to take charge of the organization and coordination 
work. 


3. We should vigorously introduce and improve all-round quality management and 
establish a quality guarantee system. It is necessary to foster the concept of quality 
first and to try, by every possible means, to provide consumers with quality products 
and services. The cadres in charge of production and operations in the enterprises 
should learn scientific methods of quality management and energetically mobilize and 
organize all workers and members to take part in the activities for quality 
management. It is mecessary to strengthen quality management and_ inspection 
institutions. Efforts should be made to link product quality to the recognition and 
material benefits of workers and staff members so that quality indexes can play a 
decisive role in pay raises and bonus distribution. 


It is necessary to strengthen state control over product quality. We should establish, 
as soon as possible, a scientific, impartial, and authoritative quality inspection 
network on a national scale. We should use scientific ways and methods to conduct a 
sample survey of commodities in the markets and among the consumers and make 
announcements of the surveys. Producers turning out unsatisfactory products should b 
given a warning and ordered to make improvements within a certain time. It is 
necessary to immediately stop the production and sales of food, medicine, electrica! 
appliances, and other products which endanger people's health and lives, as well as 
products which endanger the security of the users in both production and construction 
and those responsible for them should be called to account. The state is to institute 
a policy by which higher prices are set for better quality products and lower prices 
for lower quality products. The expenses incurred by the quality inspection 
institutions in the course of the surveys will be defrayed by the state and loca! 
financial allocations. Unless otherwise stipulated, it is impermissible to collect 
charges from enterprises. Energetic efforts should be made to explore and try out a 
method with which the consumers can supervise product quality. 


4. Conscientious efforts should be made to save on energy and reduce material 
consumption. We should speedily change the situation marked by an excessively high 
proportion of material consumption in total production costs and adopt effective 
measures to reduce material consumption. In line with this stipulation, a nortion of 
the funds thus saved can be used to reward the workers and staff members. We should 
adhere to the principle of running enterprises industriously and thriftily and carry 
out the work of saving on energy and reducing material consumption at every point. We 
should extensively launch comprehensive utilization work, do a good job of recovering 
and recycling waste materials, rationally use all kinds of materials, and put an end to 


waste. It is necessary to regard the conservation of energy and the reduction of 
material consumption as the focus of technological tvansformation in enterprises, give 
priority to them in our plans, and make arrangemens for th necessary funds. [paragraph 


continues | 
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The machinery and electrical products which, according to the government announcements, 
should be eliminated, and the equipment which exceeds the consumption limits should not 
be used or should be upgraded and transformed within a stated time limit. Regarding 
the consumption of raw and semifinished materials and energy, we should adopt a method 
of rewarding those who save on them and penalizing those who exceed the consumption 
limits. Responsible members of enterprises and those who are directly responsible will 
be called to account if they fail to put an end to serious waste for a long time. 


5. It is necessary to step up basic work in enterprise management and to quicken the 
pace of modernizing enterprise management. By 1990, large and medium-sized enterprises 
should organize the manufacture of major products according to international standards 
or advanced standards abroad. They should gradually establish an_ enterprise 
standardization system with the technological standards as the main contents, including 
the standards for work and management. All enterprises should institute a quota 
management system on labor, materials, capital, expenses, and other items that can be 
assessed by quotas. They should extend the scope of quota management and raise its 
level, conscientiously and speedily upgrade measuring instruments and inspection means, 
and gradually modernize inspection means and measuring technology. In information 
work, the enterprises should first grasp original records, vouchers, accounts, 
statistical charts, and the users' information feedback, and steadfastly set up and 
improve the collection, feedback, analysis, and handling of information in the course 
of production and operations. Where conditions permit, the enterprises should 
gradually use computers in management. Efforts should be made to strengthen the 
building of teams and groups. We should extensively promote competition among 
different teams and groups in order to raise their management level. The key to the 
building of teams and groups lies in selecting and training team and group leaders who 
have a strong sense of responsibility, master technical skills, are honest and have the 
ability to unite other people. 


6. Vigorous efforts should be made to boost technological progress in enterprises and 
to speed up product upgrading and technological transformation. In light of its 
practical conditions, each enterprise should formulate a technological progress plan 
for the Seventh 5-Year Plan period and annual plans for its implementation. In line 
with the principle of improving products of this generation, developing the next 
generation, and preparing to develop another generation, we should energetically adopt 
new technologies, equipment, and materials to transform or eliminate old products and 
to develop new products. In carrying out technological transformation projects, 
advanced technology and equipment should be used to markedly improve product quality 
and to substantially reduce material consumption. 


7. We should strengthen financial management and do a good job of economic 
accounting. It is necessary to conscientiously implement the accounting law and cost 
management regulations, to strictly observe financial discipline, and to apply the 
financial and economic systems. Efforts should be made to improve the accounting 
system, to do a good job of raising and using capital, settling accounts, and raising 
capital efficiency. Where conditions permit, the enterprises should also learn and 
apply value engineering and other modern methods of management in order to reduce 
expenditures and to increase income in every stage from product designing and 
production technology to the supply and sales of products. 
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8. It is necessary to improve and strengthen enterprise operations. The enterprises 
should effect the changeover from production to production and operations. They should 
pay attention to studying market changes, adapt themselves to market demands, provide 
the users with marketable products and satisfactory services, safeguard their prestige 
and foster a fine style of operations. 


9. We should pay close attenton to safety in production, protect state property, and 
ensure the personal safety of workers and staff members. Directors (or managers, and 
the same below) should assume overall responsibility for personnel safety in their 
enterprises. They should improve the working conditions of workers and staff members, 
strive to remove the hidden perils that may cause accidents and, while ensuring the 
safety of workers and staff members, organize and direct production. They should step 
up safety education and prohibit those who fail in the safety knowledge tests from 
operating machines at their work posts. Those who direct production or operates 
machines in violation of the regulations and, thus, cause major accidents should be 
seriously dealt with. 


10. We should concentrate on improving product quality and reduce material consumption 
and make further effort to improve and develop the economic responsibility system in 
enterprises. It is necessary to combine responsibility, authority, benefit, the 
interests of the state, collective, and individual, and to link the income of workers 
and staff members with their job performance, to clearly define the limits of one's 
functions, powers, and responsibility, to carry out strict inspection, and to 
rationally mete out rewards and punishments. 


ll. We should conscientiously do a good job of training workers and staff members and 
constantly increase their professional competence. In the Seventh 5-year Plan, on the 
basis of completing state unified tests for directors, the leading cadres of large and 
medium-seized enterprises should receive systematic training by stages and by groups, 
managerial cadres, technical cadres, politica! work cadres, team or group leaders, and 
other key members in production and technology should receive multilevel professional 
and technological training in line with the needs of the posts and positions. Workers 
and staff members should be encouraged to study politics, technical skills, and 
professional work and to assiduously study basic skills. On the basis of making 
experiments at selected units, we should gradually restore and improve the system of 
promoting workers and technicians to higher wage grades and ranks through unified 
examinations. 


12. It is necessary to enforce discipline and to administer our plants strictly. In 
enforcing discipline, we should be strict and impartial in meeting out rewards and 
pounishments. Spiritual encouragement and material rewards should be given to the 
workers and staff members who adopt a correct attitude toward work and make great 
contribution. In line with the relevant regulations, administrative punishments should 
be meted out to those who cause serious losses because of dereliction of duty or 
serious violation of discipline and, if necessary, they will be held legally 
responsible for their misdeeds. 
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13. We should complete the reform of the leadership structure in state-owned 
industrial enterprises in a systematic way. In the Seventh 5-Year Plan period, on the 
basis of summing up the experiences gained in experiments, the enterprises should 
extensively introduce the director responsibility system. In enterprises practicing 
the director responsibility system, deputy administrative cadres at the factory level 
will be nominated by directors and approved by the competent departments. 
Administrative cadres at the intermediate level will be appointed or dismissed at the 
discretion of directors. When appointing or dismissing cadres, directors should pay 
attention to soliciting opinions from various quarters. 


After the leading bodies of enterprises have been reorganized in line with the 
requirements of making the ranks of cadres more revolutionary, younger in average age, 
better educated, and more professionally competent, it is necessary to keep them 
relatively stable. The directors are elected for a term of 3 years, during which a 
target responsibility system should be instituted. Those who succeed in achieving 
their targets during their terms of office can be reelected consecutively. 


14. The democratic - management system for workers and staff members’ should be 
improved. It is necessary to carry forward China's fine tradition of workers and staff 
members managing socialist enterprises in a democratic way and to bring into play the 
sense of responsibility of the vast number of workers and staff members as masters, as 
well as their initiative, enthusiasm, and creativity. It is necessary to bring into 
full play the role of congresses of workers and staff members in democratic management 
of enterprises. Enterprise operational strategy, development plans, internal 
distribution plans, and overall plans for the economic responsiblity system should be 
examined and discussed by the congresses of workers and staff members. Important items 
such as collective welfare, vital to the interests of workers and staff members, should 
be discussed and decided upon by the congresses of workers and staff members. Leading 
cadr.s at all levels in the enterprises should consciously accept the supervision of 
the workers and staff members, conscientinusly listen to their views on reform and on 
strengthening enterprise management, and vigorously mobilize the masses in carrying out 
activities for rationalization proposals and technological revovation. All workers and 
staff members should take upon themselves the task of running the enterprises well. 
They should care for the development of their enterprises and strive to make more 


contributions to the state. 


15. It is necessary to improve and strengthen ideological and political work. The 
work of upgrading enterprises should be integrated with the activity to create and 
establish units excelling in spiritual civilization. We should uphold the four basic 
principles, conduct in-depth education so as to inculcate ideals, morality, knowledge, 
and discipline in all our people. We should step up education in the socialist legal 
system, use communist ideals to kindle the great enthusiasm of workers and staff 
members for socialist modernization, and turn the workers' pursuit of lofty ideals into 
"love for the state, the enterprises, and their own jobs." 


16. Departments in charge of economic work and comprehensive economic management at 
all levels should, in the work of "grasping management, upgrading enterprises, and 
improving performances in an all-round way," give meticulous guidance in order to 
create a favorable external environment for the enterprises. [paragraph continues] 
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It is necessary to uphold the principle of separating the functions of the government 
from those of the enterprise and to ensure the legitimate rights and interests of 
enterprises. It is mecessary to resolutely implement the decisions of the State 
Council on extending the decision-making power of the enterprises, invigorating large 
and medium-sized enterprises, promoting technological progress, pushing forward lateral 
economic association, and curbing the practice of indiscriminately apportioning 
expenses. Efforts should be made to immediately rectify the practice of infringing 
upon the decision-making power and economic interests of enterprises once it is 


identified. 


ae Other industries, such as transport, post and telecommunications, commerce, 
service, and building, may work out measures for strengthening enterprise management in 
line with this decision and in light of the specific situation. 


STATE COUNCIL ON DISTRIBUTION OF SCIENTISTS 


OW230519 Beijing XINHUA Domestic Service in Chinese 0055 GMT 22 Jul 86 


[Text] Beijing, 22 Jul (XINHUA) -- The State Council recently adopted measures aimed 
at facilitating the reasonable distribution of scientists and technical personnel. It 
called on people's governments at all levels and departments under the State Council to 
strengthen leadership over the distribution of scientists and technicians; strive to 
create a favorable environment where people can best utilize their tale’ ’'s; endeavor to 
seek talented scientists and technicians; and encourage those people whc.ie talents were 
previously neglected, wasted, or misplaced to work for enterprises and units requiring 
their skills or where their skills can be better utilized. 


In this connection, the State Council issued a circular pointing out: The State 
Council issued "The Provisions on the Reasonable Distribution of Scientists and 
Technical Personnel" in 1983. Various localities performed a great deal of work in 
facilitating the reasonable distribution of scientific and technical personnel. The 
gradually initiated personnel distribution system has played a positive role in the 
dissemination of new technology, economic development in the urban and rural areas, and 
scientific and educational development. However, some problems still have to _ be 
overcome in some areas and some _ units. Generally speaking, the work on_ the 
distribution of scientists and technicians is still in the beginning stages. The major 
problem is that the channel for the distribution of scientists and technicians is still 
blocked; the phenomena of neglected, wasted, and misplaced talent has not been 
fundamentally resolved. 


Following the spirit of reform in the structure of the economy, science, technology and 
education, and summing up work practices in past years, the State Council has looked 
into the problem of promoting the reasonable distribution of scientists and technicians 
and related questions. It has proposed that the state's key construction and 
scientific projects be given priority in employing and retaining personnel and be 
assured of adequate personnel required to run them. If this prerequisite is met, 
scientists and technicians will be encouraged to work at the forefront of industrial 
and agricultural production, helping run small and medium enterprises and collective 
enterprises in urban and rural areas, and boosting the technical transformation and 
innovation capabilities of those enterprises. [paragraph continues] 
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Urban scientists and technicians are encouraged to, and will be provided support in, 
working in rural areas, those from big cities will be encouraged to work in smal! and 
medium cities, while those from China's interior will be urged to work in border and 
remote areas. 


The State Council has called on personnel departments at all levels and supervisory 
departments in charge of scientists and technicians to do practical organizational, 
coordination and supervisory work according to the state's related policy and 
regulations. Coordinated methods and various recruitment efforts should be adopted to 
open personnel distribution channels, overcome excess personnel and vacancy problenis, 
strike a balance in distribution, and seek a sound composition of scientists and 
technicans in enterprises. Various localities should actively promote the exchange ot 
services by scientists and technicians. Organizations engaging in scientific and 
technical exchange services should actively supply information on job opportunities, 
build a bridge between employers and job seekers, and help promote a reasonable flow ot 
personnel among trades and units. 


The State Council has proposed the gradual introduction of institute recruitment 
programs. On the basis of its personnel structure and quota, an enterprise should 
either recruit scientists and technicians internally or from outside. According to 
state regulations, an employing unit has the right to hire or not, while the individual 
has the right to accept or refuse the job offer. Proper arrangements should be made 
for those scientists and technicians who are not recruited. They should be encouraged 
to work in units where their abilities can be better utilized. 


Scientists and technicans working in units where the recruitment system has not been 
instituted, or where they feel their abilities are not being properly utilized, may 
submit their resignations. They should submit their resignations in writing with the 
units, and the units should reply within three months after receiving them. 


Scientific and technical personnel should abide by the state's policy and work ethics 
and not leave their posts without permission. Units should strictly abide by the 
state's personnel regulations in employing scientific and technical workers. According 
to the circumstances, units should properly handle cases of scientific and technica’ 
personnel who leave their posts without permission. Scientists and technicians may 
initiate transfer requests if they obtain permission from their own units and if they 
feel their abilities can be better utilized in another unit. Their transfer requests 
should contain prior approval from their original units as well as the new units. A 
person may proceed with his resignation if he obatins his original unit's prio: 
approval. Those people who did not have prior approval should be urged to return to 
work at their original unit; the original unit should make proper job arrangements for 
them and not discriminate against them. Those who refuse to return to work or adhere 
to required resignation procedures will be regarded as work deserters. 


Specific regulations governing resignations will be jointly formulated by the State 
Science and Technology Commission, the Ministry of Labor and Personnel, and other 
departments concerned, and be submitted to the State Council for approval. 


——— ——<—— 
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The State Council encourages scientific and technical personnel to work in border and 
remote areas, pointing out that those who are willing to work in border areas, remote 
provinces, and autonomous regions will be given special privileges within the scope of 
the state's stipulated policy. It encourages enterprises to fill technological gaps 
through various means of technological and economic cooperation and through exchanges 
of scientists and technicians. It proposes that units of departments under the central 
authorities support localities with technical cadres and that localities supply college 
and vocational school graduates to units of departments under the central authorities. 


The State Council calls on localities to search for local talent, hiring workers and 
staff with technical skills to raise the technical levels of small and medium 
enterprises, and collective enterprisese in urban and rural areas. It encourages 
technical personnel working for state-owned units to work in collectively-owned 
enterprises in urban and rural areas. Graduates of institutions of higher education 
for adults, such as TV schools, correspondence colleges, evening schools, and workers 
spare time colleges, who indeed have technical specialities but are not performing 
technical work, and self-educated workers and staff members who have passed the higher 
education qualification examinations should be helped to obtain technical jobs with 
medium-sized and small enterprises and rural and urban collective enterprises. 


PLA HELPS IN LOCAL ECONOMIC CONSTRUCTION 


OW261153 Beijing XINHUA Domestic Service in Chinese 2330 GMT 25 Jul 86 


[Excerpts] Beijing, 26 Jul (XINHUA) -- It is learned from the PLA General Political 
Department that PLA units have actively helped the old revolutionary base areas, areas 
inhabited by minority nationalities, and frontier areas in developing production. They 
regard this work as an important part of the PLA's participation in national economic 
construction during the Seventh 5-Year Plan. 


The Hebei Provincial CPC Committee and government have decided to give priority to 
develop mountainous areas, coastal areas, and areas around dams during the Seventh 
5-Year Plan. Leading comrades of the Hebei Provincial Military District, together with 
work groups, have made three trips to Shexian, Fuping, Pingshan, and other counties to 
publicize the party's principles and policies, help the masses size up the economic 
potential of mountainous areas, and assist counties in setting up such industrial and 
sideline projects as quarries, smelteries, and mines. [passage omitted] 


Many PLA units are stationed in economically backward areas inhabited by minority 
nationalities. Commanders and fighters stationed in these areas have helped local 
people prosper. A certain frontier guard unit in Yunnan, while vigilantly guarding the 
motherland, has organized scores of groups to tour villages. It has already helped 
people of 17 nationalities find ways to achieve prosperity. 
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REGULATIONS ON INVESTMENT IN FIXED ASSETS 


OW241321 Beijing XINHUA Domestic Service in Chinese 0133 GMT 23 Jul 86 


[Text] Beijing, 23 Jul (XINHUA) -- The State Council has stressed that controlling the 
scale of investment in fixed assets and readjusting the investment structure are 
important guarantees for the economic structural reform's smooth development and the 
national economy's sound development. 


To this end, the State Council recently promulgated the "Regulations on Control Over the 
Scale of Investment in Fixed Assets," the main provisions of which are as follows: 


All investments in fixed assets, including those by state- and collective-owned units 
and by individuals, the Chinese side of joint ventures using Chinese and foreign 
investment, and other economic organizations, should be included in national, 
departmental, or regional plans for investment in fixed assets; mandatory or guidance 
plans should be implemented according to different conditions. In investing in fixed 
assets, state-owned units should strictly control their investments in capital 
construction; more guidance should be given on investment in equipment renewal and 
technical transformation, and management should be strengthened in this regard. It is 
necessary to step up the investigation, analysis, and forecasting of investments by 
collectively owned units and individuals in urban and rural areas and to guide and 
manage such investments in a proper way. 


In capital construction, state-owned units should adhere to capital construction 
procedures and keep new projects under strict control. Construction should be 
undertaken in strict accordance with approved designs and budgetary estimates. The 
authority to decide on small-scale projects and the authority to approve projects 
included in capital construction plans should not be delegated from level to level but 
exercised according to relevant regulations and the nature and scale of construction 
projects. No big and medium-size capital construction projects shall be added when a 5- 
year plan and an annual state plan are approved by the NPC, except in special 
circumstances. 


It is necessary to strictly control bank loans for capital construction. Bank loan 
quotas for capital construction, which falls under mandatory planning, should be 
included in both the state credit and capital construction plans. Except for 
specialized banks and trust and investment corporations authorized by the State Council 
to provide loans for capital construction, no unit or company is allowed to do so; the 
leaders of a violating unit shall be investigated for their responsibility. Thirty 
percent annual interest shall be charged on capital construction loans not included in 
the state plan. 


Self-raised funds shouid be used according to their sources. Bank loans should not be 
regarded as a source of self-raised funds for capital construction. With the approval 
of the State Economic Commission, an enterprise may use its production development fund 
for capital construction to be financed by self-raised funds, but it may not use any of 
its other funds for this purpose. When a project built with self-raised funds goes into 
operation, no less than 30 percent of the circulating fund needed by the project should 
be self-raised. 
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Equipment renewal and technical transformation by state-owned units should be undertaken 
according to construction procedures. An enterprise should retain a certain amount otf 
funds for production development according to regulations, which should be mainly used 
for the renewal of equipment and factory buildings and technical transformation; welfare 
funds may be used to build welfare facilities related to the renovation of main 
projects, which should be included in renewal and transformation plans. The total 
amount of bank loans for equipment renewal and technical transtormation is a mandatory 
quota. Enterprises’ technical transformations that can bring about technical progress 
should be supported, and technical transformation designed only to expand their 
production capacities should be controlled. Particularly, expanding the capacity of 
producing products in excessive supply or technically backward products requiring high 
energy consumption should be strictly controlled. Departments in charge of products 
should periodiczlly make public lists of products whose production capacities are 
limited, and approval must pe obtained from such departments before expanding the 
production capabilities. 


Collectively owned units' investment in fixed assets and the scale of such investment 
fall under the category of guidance planning. Bank loans for such investments should be 
controlled. No bank should grant a loan for a project that is technically backward and 


requires a high consumption of energy and raw materials. Strict control should be 
exercised over the building of duplicate projects whose products now can meet socia! 
needs as well as the construction of projects on which the state places restrictions. A 


high construction tax should be levied on such projects whenever they are discovered. 


From 1986 on, provinces, autonomous regions, municipalities directly under the central 
government, and independently planning cities directly under the provincial authority 
[ji hua dan lie sheng xia shi 6060 0439 0830 0441 4164 6561 1579) should set estimated 


quotas for investment by individuals in capital construction every year. Banks shal] 
not grant loans to individuals to set up enterprises, to purchase motor-driven means of 
transportation, or to invest in nonproductive construction. 


A checkup should be conscientiously made on all projects under construction. Projects 
whose funds and materials are inadequate, those for which conditions for construction 
and future operation are unfavorable, those whose economic returns are not commensurate 
with investment, those whose technology is backward, and unnecessary duplicate 
construction projects should be stopped or postponed. 


A sound planning management system should be instituted. In purchasing houses and other 


buildings as commodities, state-owned and collective units should include such purchases 
in their plans for investment. Departments and regions should also include their 
investments carried over from the previous year in their investment plans. In contro! 
over the investment plans for fixed assets as a whole, especially in capital 
construction, a system of responsibility by administrative leaders should be practiced; 


it is necessary to strengthen supervision and inspection in this regard. 


When the total amount of investment in capital construction by a department, province, 
autonomous region, municipality directly under the central government, or independently 
planning city directly under the provincial authority is larger than prescribed in the 
state plan, the amount above the quota should be deducted from next year's quota for 
self-raised funds for capital construction. 
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JINGJI RIBAO ON SLOWED FIXED ASSET INVESTMENT 


HK241243 Beijing JINGJi RIBAO in Chinese 19 Jul 86 p 1 


{Report by Cheng Yuan: "Momentum of Excessive Expansion of Investment in Fixed Assets 
Throughout the Country Weakens"] 


[Text] Thanks to a series of macroeconomic control methods adopted by the state, 
initial achievements were made in the work of controlling the scale of the investment in 
fixed assets in the first half of this year, and now the momentum of excessive expansion 
of investment in fixed assets has weakened. According to the State Statistics Bureau, 
the January-June investment in fixed assets in units owned by the people rose by 17.3 
percent over the same period last year, much lower than the 38 percent rise recorded in 
the corresponding period of the previous year. 


The statistics of the State Statistical Bureau also show that there has been a gratifying 
change in the structure of investment in fixed assets since the beginning of this year. 
Compared with the same period last year, the proportion of investment in communications 
and energy in capital construction investment rose from 36.2 percent to 38.7 percent, 
while the proportion of investment in nonproductive construction dropped from 40.5 
percent to 38.3 percent. Investment in renovation and transformation, the proportion of 
the investment for increasing product variety, improving quality, and conserving energy 
rose from 18.2 percent to 26.2 percent, while the proportion of investment in measures 
aimed simply at increasing production capacity dropped from 40.6 to 34.8 percent. 


However, a responsible person of the investment department under the State Statistics 
Bureau said that at present, unfavorable factors still exist that make for excessive 
growth in the scale of investment amid China's efforts to control the investment in 
fixed assets. The slowdown in investment growth in the first half of this year was 
achieved on the basis of the excessive growth in investment last year and amid 
relatively low industrial growth this year, so that growth in investment was still 
relatively high. The increase in investment in fixed assets was still much higher than 
industrial growth during the same period, and was also very distant from the investment 
scale called for in this year's planning arrangements. The responsible person said that 
unless controls are further strengthened now, the growth in investment this year will 
continue to exceed the growth in national income and production and in consumption 
funds. This will naturally further increase the accumulation rate, which is now already 
too high. 


Analyzing the situation, the official said that in the first half of this year, the 
investment in renovation and transformation ii) *ased by 45 percent, much higher than 
the 7.9 percent increase of the investment in capital construction during the same 
period. Although the rate of budgetary investment dropped by 1.6 percent, the rate of 
the extra-budgetary investment rose by 2/7 percent. This situation shows that although 
the investment in capital construction was somewhat under control, the investment in 
renovation and transformation increased at a high rate. It was learned that the 
investment in renovation and transformation was also diverted to quite a number of 
capital construction projects which were built in the name of renovation and 
transformation. [paragraph continues] 
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.lthough the budgetary investment was under control, the extra-budgetary investment 
still showed a momentum of continued growth. 


The official thought that at present, the capital construction projects are still too 
many, and in general, these capital construction projects have not been carefully put 
into good order. Moreover, there are quite a number of newly started capital 
construction projects. According to the statistics, there were 45,000 capital 
construction projects under construction in the first half of this year, only 1,000 
projects less than the number in the corresponding period of last year. Among the 
45,000 capital construction projects, there were 11,000 newly started projects, 
accounting for 24 percent of the total number of capital construction projects under 
construction. Most of these newly started projects were non-productive construction 
projects, and there were few projects really belonging to basic industries and basic 
installations. 


Commentator's Article 
HK241411 Beijing JINGJI RIBAO in Chinese 19 Jul 86 p l 


[Commentator's article: “Control the Scale of Investment in Fixed Assets in an All- 
Round Way"] 


[Text] To control the scale of investment in fixed assets in an all-round way, strictly 
control the input of investment, resolutely reduce the overall scale of the projects 
currently under construction and increase the returns on the use of funds are important 
tasks in improving macroeconomic control and planned management. Fundamentally 
speaking, in order to make this work well, to effectively control the scale of 
investment in fixed assets, to rationalize the investment structure, and to continuously 
increase the returns on investment, we need to carry out the reform of the investment 
management structure and further perfect the reform of the overall economic structure. 
However, at present, because the old economic structure is still being replaced by a new 
one and the measures of economic regulatory means are still not yet perfect, we should 
continue to use necessary administative methods apart from using the economic methods. 


The first question concerning the control of the scale of investment in fixed assets is 
that in recent years, we have put capital construction on the one hand and renovation 
and transformation on the other. Mandatory planning is applied to capital construction 
while guidance planning is applied to renovation and transformation. The common saying 
is "to exercise rigid control on capital construction and to relax control on renovation 
and transformation." However, we should know that the method of putting investment in 
capital construction and investment in renovation and transformation under separate 
management is adopted according to the needs of division of labor in the management 
system. The management of investment in capital construction and the management of 
investment in renovation and transformation are artificially separated and often cannot 
be clearly separated in real economic life. 
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As a result, loopholes have appeared in the planned management of investment in 
assets: When capital construction is under rigid control, many capital const 
projects still continue to be constructed in the name of renovation and transformati 
projects so that controlling the scope of investment has therefore become "a woode: 
dipper which has been pressed down into the water but has come up to the surface again’ 
while investment in real renovation and transformation has failed to achieve its desir 
results. In the first half of this year, the proportion of investment for building 
projects, extending existing projects and building the projects of a capit 
construction nature in investment earmarked for renovation and transformation project 
rose by 10.8 percent. Compared with that in the corresponding period of last year, th 
proportion of investment in renovation of installations and technological transformati 
dropped from 56 percent recorded in the corresponding period of last year to 
percent in the first half of this year. This is a good example. Therefore, we m 
implement a unified plan which is beneficial to controlling the scale of investment 
fixed assets in an all-round way so as to really increase the proportion of investment 
earmarked for renovation and transformation of existing enterprises. This is a questi) 
demanding prompt solution in the work of controlling the scale of investment 

assets in an all-round way. 


FuUct a 


The second question concerning the control of the scale of investment in fixed ass 
that while controlling the investment quota, we should also control the input 

The present quota of investment in fixed assets is the amount of labor input in the 
of currency, so it is not the amount of funds actually invested in fixed assets. 

one hand, the amount of labor input of a certain year can consist of the funds leit 
from the previous year and the internal resources, and may not necessarily depend 
on the funds to be spent in the same year. On the other hand, the funds to be s; 

a certain year do not necessarily represent the labor input of the same year. ‘5% 

now implement the method of controlling the investment quota only, which is 
the-event control method, we will actually provide an opportunity for some units 
contend for state appropriations and loans, take more funds than they are entit. 
and expand their construction scale. In the first half of this year, the budge! 
investment in renovation and transformation dropped by nearly 50 percent compared wit! 
that in the corresponding period of last year. While the Jamnuary-May tinanci 
expenditure on tapping potential and carrying out technological transformation rose 
over /0 percent compared with that in the corresponding period of last year, and tix 
financial expenditure in the first 5 months of this year already exceeded the p! 
financial expenditure for the whole year. This situation has shown the problem. 
method has produced a mechanism which lacks control on investment behavior, thu 
becoming the main reason for the expansion of the investment scale. Theretore, in ord 
to control investment scale, we must control the input of funds. The planni 
department, financial department and banking department should jointly stud) 
establish a system for planning investment in fixed assets, financial expenditur: 
the source of funds so as to bring into better play the macroeconomic management rol: 
the financial and banking departments in realizing the plan of investment 

assets. 
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The third question concerning the control of investment in fixed assets is to not only 
control the annual investment but also control the total investment in projects under 
construction. The control of annual investment is indispensable to realizing the 
balance between financial resources and materials of the year. However, because the 
period for the construction fixed assets is long, annual investment cannot wholly 
demonstrate the whole scale of the current construction work. What can really 
demonstrate the whole scale of the current construction work is the total amount of 
planned investment in projects under construction. If we only reduce the annual 
investment but do not reduce the total investment in projects under construction, that 
would be “to keep the monk and reduce the gruel," and would extend the period for 
construction and reduce the returns on investment. At present, the reason that the 
construction of most of the projects cannot be completed within a _ reasonable 
construction period is that there are too many projects currently under construction and 
the scale of investment in projects under construction is too big. Therefore, in order 
to control the scale of investment in fixed assets, we must gradually solve the three 
questions mentioned above, conscientiously implement the control of the scale of 
investment in fixed assets in every project, readjust the projects according to 
importance and urgency by carefully putting the projects in good order, strictly control 
the number of newly started projects and resolutely reduce the scale of investment in 
projects under construction so as to control the scale of investment in fixed assets. 


YUAN BAOHUA ON IMPROVING ENTERPRISE MANAGEMENT 


0W241249 Beijing XINHUA Domestic Service in Chinese 0730 GMT 23 Jul 86 
[By reporter Ge Daxing] 


[Text] Beijing, 23 Jul (XINHUA) -- The State Economic Commission has set forth measures 
for implementing the "State Council Decision on Strengthening the Management of 
Industrial Enterprises," released only a short while ago. According to Economic 
Commission Vice Minister Yuan Baohua, all regions and departments must make every effort 
to do a good job in this regard, on the basis of the experiences gained in carrying out 
overall reorganization of their enterprises. The nation’s large numbers of 
technologically backward and poorly-managed enterprises must undergo significant changes 
during the Seventh 5-Year Plan. 


Addressing today's first regular meeting of departments under the State Council to 
discuss improving enterprise management, Yuan Baohua said: While new technology is 
essential for improving product quality, lowering material consumption, and achieving 


higher economic returns, efficient management is indispensable for adopting new 
technology. Only when technology is applied in harmonious coordination with proper 
management can our economy steadily develop in the course of material and spiritual 


construction as well as reform. The situation of the nation's enterprises shows that we 
must urgently improve their management in order to achieve higher economic returns. 
During the Seventh 5-Year Plan period, upgrading our enterprises according to the 
requirements prescribed in the State Council's decision -- "improving management, 
setting higher standards, and improving overall quality" -- is both a new way to improve 
the management of the nation's enterprises, and a continuation of the project of 
reorganizing enterprises carried out 4 years ago. 
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According to the SEC, since the beginning of 1986, many regions and departments have 
accomplished a great deal of work in improving the management of their enterprises. 
This includes inspecting their operation and management, collecting information about 
their major products’ quality and material consumption, and making other preparations 
essential for upgrading the enterprises. After fully endorsing their achievements, Yuan 
Baohua set forth the foilowing initial plan for upgrading enterprises: 


First, efforts must be intensified to draw up standards for grading enterprises, 
especially specific standards for assessing the quality of their products, material 
consumption, and economic returns. This project may proceed by stages according to the 
specific situation of various trades and regions. Steps that can be easily taken should 
be taken before the more difficult ones. Efforts of producers, researchers, 
enterprises, associations, colleges, and other quarters should be enlisted to <«iraw up 
these standards. The standards for selected experimental enterprises should be drawn up 
first. By the end of the year, the standards for assessing major goods manufactured by 
our enterprises should have been drawn up. 


The plan for upgrading enterprises should incorporate the requirements at different 
levels, beginning with the minimum. All regions and departments must provide meticulous 
guidance for major units. First of all, they should help these units work up plans to 
become “higher grade" enterprises, and then they should draw up plans for upgrading the 
other enterprises in various regions and departments. The “upgrading" plans should be 
drawn up in combination with these enterpris:s development plans and operational 
strategies for the Seventh 5-Year Plan period, and also considering their directors’ 
tenure. The plans must set the goals to be attained during the Seventh 5-Year Plan 
period, including the goals that have been achieved by some advanced enterprises at home 
and abroad, and practical measures that can be carried out step by step for achieving 
those 2oals. On the basis of conducting investigation and study, and providing 
coordination services, responsible departments of enterprises at all leveis should guide 
their enterprises to become “higher grade" enterprises. 


Corresponding coordination and operational offices should be promptly established or 
streamlined. The relevant organs in charge of enterprise upgrading may be reorganized 
or reinforced on the basis of existing enterprise consolidation offices. After these 
organs have been set up, a system governing work responsibilities must be set up as 
quickly as possible 


RENMIN RIBAO C. sMING ECONOMIC ASSOCIATIONS 


HK130845 Beijing RENMIN RIBAO in Chinese 27 Jun 86 p 5 
[Article by Zhan Wu: "On Economic Association and Reform of the Econonic Structure"] 


[Text] Economic Association Comes Into Being When the Reform of the Economic Structure 
Develops to a Certain Stage 


Economic association comes into being when the planned commodity economy or reform of 
the economic structure develops to a certain stage. In recent years, the development of 
economic reform has created favorable conditions for the development of economic 
association. 
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First, enterprise functions have been separated to a certain extent. The extension of 
the decision-making power of enterprises has been initiated. Apart from undertaking 
certain responsibilities, enterprises have relatively independent economic benefits. 
The implementation of the economic responsibility system has aroused the initiative of 
peasants and staff members for independent operation. 


Second, the centralization of state power has been changed into decentralization of 
power between the central and local authorities, including decentralized management of 
finance. As a result, local areas now have relatively independent powers and economic 
benefits. 


Third, the centralized planned control exercised directly by the state has been changed 
into a planned system which is a combination of mandatory planning, guidance planning, 
and market regulation. The purchase and marketing system for maior farm products and 
manufactured goods for daily use has been reformed and the majority of farm products and 
manufactured goods for daily use can be purchased, marketed, and priced freely by 
factories and peasants. 


Fourth, the state has given explicit orders to remove the barriers erected between 
markets of different regions and trades, vigorously pursue the policy of opening up to 
the outside world, invigorate the domestic economy, and encourage all cities to open 
their gates and give full play to their role as economic centers. As a result, more and 
more localities have benefited from the open policy. 


In recent years, these favorable conditions have brought about remarkable changes in 
both the quantity and quality of the economic associations. 


There was some economic association between enterprises in the past which played a 
vigorous role to a certain extent. However, it was difficult to consolidate and develop 
such associations because they were organized by the responsible departments and 
localities, by administrative means, and lacked vitality. Now economic association, 
based on the above favorable conditions, has taken shape from below in light of the 
principles of equality, voluntary participation, and mutual benefit and according to the 
objective needs of the commodity economic development. The new economic association can 
develop the strong points of each side to offset their weaknesses and achieve economic 
results better than in the pre-association period. Thus, it has exuberant vitality. 


There was also some economic cooperation between regions in the past which played a 
certain role. But it was mainly adminsitrative cooperation between governments and 
political support given by the economically developed regions to the underdeveloped 
regions. Such cooperation could not last long because it was not based on mutual 
economic benefit. Following the reform of the old system, the economic cooperation and 
association between regions is established on the basis of making the most of the 
resources of each side, developing the strong points of each side to offset their 
weaknesses, and mutual economic benefit. Therefore, it has great vitality and can 
produce better economic results. 


As the reform of the economic structure has brought about a qualitative change to 
economic association and cooperation, it has also remarkably increased the quantity of 
the economic associations. [paragraph continues] 
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Over 70,000 economic and technological cooperation items were concluded among the 
regions and between the regions and departments throughout the nation from 1981 to 1985. 
Of these, the items signed in 1985 totaled over 40,000. The role of economic 
association and cooperation has become increasingly prominent in the localities where 
economy has developed relatively fast. Take Changzhou City for example, the output 
value and profits of its economic associations in 1985 were respectively 32.86 percent 
and 40 percent of the total. 


The Impact of Economic Association on the Old Economic System 


Economic association is the outcome of economic reform as well as a motive force that 
gives impetus to economic reform. Its motive force is manifested in constantly exposing 
the things within the old system that hinder association and posing new problems for 
reform. Moreover, economic association can produce a great impact on the old economic 
system. Such an impact originates from the strong points of the economic association. 


First, economic association can break the bounds of the existing structure and 
ownership, unite the relevant enterprises, develop production, and achieve better 
economic resuits. There are now two basic forms of association between industrial 
enterprises: One is cooperation among specialized departments in producing famous brand 
and high quality goods; and the other is association of funds, raw materials, factory 
buildings, equipment, technology, manpower, and other productive forces. Both forms 
have the characteristics of rational distribution, less investment, technological 
progress, new products, better quality, high labor productivity, and less material 
consumption. As a result, they can produce better economic results that are 
incomparable with the individual enterprises prior to the association. Although the 
existing ownership system, administrative relations, and delivery of profits remain 
unchanged in distribution, the better economic results attained by means of economic 
association can virtually eliminate the obstacles from the old system. 


Second, the better economic results achieved through economic association will impel the 
responsible departments of enterprises and localities to reform the outdated planning, 
materials and goods management systems. Take, for example, the production of Yongjiu, 
Fenghuang, and other famous brand bicycles in the Shanghai Economic Zone which took 
shape in 1984. This cr*onomic and technological association which transcended provinces, 
municipalities, and ownership was a combination of several bicycle repair shops and over 
50 spare parts factories in Shanghai, Suzhou, Nantong, Shaoxing, and Hefei. Beginning 
from 1985, the state assigned production quotas direct to the main factory. The main 
factory in Shanghai was responsible for making production arrangements and assigning the 
production quotas to associate factories. This was a breakthrough in the old system 
which assigned production quotas according to departments and _ regions. This 
breakthrough can further expand the production scale of famous brand products, carry out 
socialized production and cooperation among specialized departments, apply and 
popularize new technology, combine scientific research with production, break up the 
"large and comprehensive" enterprise structure, break a new path of intensive expanded 
reproduction, and enable all associates to achieve better economic results. 
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Third, the development of various forms of economic association in the rural areas can 
help improve the relations between the two ownership systems, that is, state farms 
(forestry centers) and the collective agriculture. For many years, the state farms have 
implemented a closed system of separating themselves from peasants. As a result, the 
disputes between many farms and the surrounding peasants remained unsolved for a long 
time. With the gates opened wide in recent years, the state farms and workers' 
households could establish economic ties with the surrounding specialized peasant 
households, local state-run or collective enterprises, and township enterprises. 
Moreover, the industrial and commercial enterprises of the state farms served the farms 
as well as society and local production. On the basis of mutual benefit, both sides 
relied on each other and made common progress. Consequently, many long-standing 
problems, particularly the disputes between the farms and peasants, were readily solved. 


Fourth, joint operation and management in the circulation field that transcends regions 
and departments can effectively break with the barriers erected between regions. Owing 
to the changes in prices, supply, and demand, the circulation of some major farm 
products is usually blocked either openly or in a disguised form between the production 
area and the marketing area and between the processing area and the export cities. For 
this reason, it is usually difficult to get the desired result by merely relying on the 
administrative orders issued by the higher authorities. An effective economic method is 
to carry out agriculture-industry, agriculture-commerce, or agriculture-industry- 
commerce joint operations that transcend regions and departments according to the 
principle of equality and mutual benefit, distribute the profits in a reasonable and 
proportional manner, and give due consideration to the production area. Only in this 
way can we change blockade into association. For example, the joint management of live 
hogs between Hunan and Guangzhou, the joint production of grain between Hunan and 
Jiangxi on the one hand, and Guandong and Fujian on the other, and the joint production 
of vegetables, aquatic products and animal by-products between large cities and the 
surrounding commodity production bases have already produced, or are now producing, good 
results. 


Fifth, by carrying out joint operation in export which combines industry with foreign 
trade and the ports with interior cities, we can break a new path in the reform of the 
outdated foreign trade system. Although the centralized system in the past was suited 


to the needs of China's foreign trade, it dampened the initiative of the localities and 
enterprises. This initiative was aroused after delegation of the power of operation of 
export commodities. However, the defects such as overlapping management and operation 
of similar export commodities by many ports and departments, contending for sources of 
goods by increasing prices internally, and carrying out competition in the market by 
cutting down prices externally disrupted the market at home and abroad, benefited 
others, and further intensified the contradictions between the industrial and trade 
departments and between the ports and the interior. 
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On the basis of equality and mutual benefit, only by carrying out joint management and 
operation between industrial and foreign trade enterprises and between the industrial 
and foreign trade enterprises of the ports and those of the interior with the focus on 
port cities, reasonably coordinating the interests of each side, and giving preferential 
treatment to the factories and the foreign trade enterprises of the interior so that 
they can understand that the goods exported by the joint company will be better than 
those exported by themselves, can we arouse the initiative of both the localities and 
enterprises, develop foreign trade in a unified manner, and establish a rational foreign 
trade system. The results of the carpet import and export company jointly established 
by industrial and trade departments with Tianjin as its center is typical example. 


If extending the decision-making power of enterprises some time ago was the breakthrough 
of the reform of the economic structure, then the development of economic association 
will be a new breakthrough in accomplishing the following three tasks of economic reform 
during the Seventh 5-Year Plan; First, it is required by economic association 
that enterprises, large and medium-sized enterprises in particular, should have the 
right to choose associates and expand production, take part in various forms of economic 
associations that transcend departments, regions, and ownership and use the production 
development funds to make investment with the corresponding regions and departments. 
Their decision-making power will gradually be extended which will further invigorate 
enterprises, particularly large and medium-sized enterprises. Second, it is required by 
the economic association between regions and departments to establish a unified market 
in the country and to face the world market. This will inevitably promote the 
establishment and perfection of the market system as a whole which includes the markets 
for commodities, technology, funds, and manpower. Third, the development of economic 
association will gradually effect a change in state management over enterprises from 
direct control to indirect control as follows: 1) The development of enterprise 
associations can help remove the barriers erected between regions and departments, 
separate the administration of responsible departments from enterprise management, and 
simplify administrative procedures and delegate power; 2) the development of enterprise 
associations that transcend trades can help break the bounds of ownership, close down 
the administrative companies, and effect a functional change of the responsible 
departments from directly exercising management over enterprises to exercising 
Management over trades; 3) the development of various forms of economic association 
will inevitably eliminate direct control exercised merely by administrative means and 
promote the reform of the departments that apply economic levers; and 4) the development 
of coordination among specialized departments focused on the production of famous brand 
and fine quality manufactured goods is bound to readjust the irrational enterprise 
structure, improve macrocontrol of the state over product mix and production setup, and 
enhance macrocontrol over the total volume of production. 


Continuously Carry Out Reform and Promote Association 


While promoting reform with association, it is also necessary to promote association 
with reform. 
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First, the reform of the economic structure should be carried out in a deepgoing way so 
as to remove the obstacles to the further development of economic association. The 
State Council has recently promulgated a decision on developing economic association 
among regions and departments, which made specific stipulations on planning, finance 
and taxation, capital, and statistics. The earnest implementation of this decision 
will inevitably promote the development of economic association. 


Second, in order to ensure the normal development of economic association, the 
Orientation of economic association should conform to that of economic reform. 


l. In compliance with the development of the socialist commodity economy, it is 
necessary to adroitly guide action according to circumstances. In developing economic 
association, the administrative departments should not undertake the work of 
enterprises. It is necessary to ask enterprises whether they need association and 
whether they have the conditions. If enterprises are knocked together by 
administrative means, the association will eventually disintegrate and produce no good 


results. 


2. The decision-making power of enterprises should be safeguarded. To forbid 
enterprises to join associations is tantamount to infringing upon their decision-making 
power. The enterprises should decide by themselves whether to join or withdraw from 
the economic associations. The purpose and form of the economic association and the 
right and duties of each party should be consulted by the enterprises that join the 
association on an equal basis and neither side should be allowed to force its views on 


the other. 


3. The coexistence of various forms of association. The socialist economic system is 
a system in which various ownership forms and operation methods coexist with the public 
ownership occupying a dominant position. This is also the case in economic 
association. It can be a lkoose association as well as a compact association; an 
association of singly items or comprehensive association of various items and fields; 
and an association at an association at an elementary level or a higher level. Over 
the past 2 years, the loose association and association of single items at elementary 
level have developed toward a compact, comprehensive association at a higher level. 
The latter form has its strong points under given conditions. As China's economic 
development is uneven, the structure will still be coexistence of various association 
forms viewed from the situation as a whole. We cannot subjectively decide on which is 
the best association pattern. Under the conditions of a specific time and locality, 
the best pattern is one that can promote the development of production and achieve 
better economic results and that is well received by both sides of the association. We 
should not alk about the best pattern in abstract regardless of the time, place, and 
specific conditions, still less should we popularize a certain pattern subjectively by 
administrative means. 


4, Mutual benefit and elimination of the practice of everybody sharing food from the 
big public pot. The distribution of interests within an association should be based o 
mutual benefit and a reasonable and fair distribution method should be worked out 
through democratic consultations instead of practicing egalitarianism, sl.aring food 
from the big public pot, or taking from the fat to pad the lean. 
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5. Manifestation of the vitality of economic association. The key link in the 
reform of the economic structure is to invigorate enterprises -- large and medium-size 


enterprises in particular. The most valuable point of economic association is that it 
enables various localities and enterprises to learn from each other's strong points to 
offset their weaknesses and develop overall advantages, thus invigorating enterprises 
and enhancing their competitiveness. The measures adopted by the state to encourage 
and support economic association are the external conditions that impel enterprises to 
fully display their internal vitality and competitiveness. The government-run 
associations hastily assembled and financed by state subsidies or the administrative 
companies that have put up the signboard of association wil not be viable. 


6. The economic association should conform to the needs of overall reform and state 
macrocontol. In order to promote economic association, it should be put under the 
guidance of state planning and should conform to the needs of state macrocontrol. It 
is necessary to prevent the practices of blindly expanding the scale of capital 
construction, building duplicate projects, and exceeding the state's total credit under 
the excuse of economic association. Through economic association, the development of 
energy, transport, communications, and raw materials industry, export products, and 
sought-after marketable commodities should be encouraged so as to maintain a balance of 
general demand and supply and to appropriately readjust the production setup and 
product mix. 


Third, when economic association and reform encounter difficulties, we should rely on 
the deepgoing reform to promote economic association rather than use old methods to 
solve new problems. For example, following the development of lateral economic ties 
between the industrial and commercial enterprises of different regions, manufactured 
goods for daily use can be marketed at other localities without being purchased and 
allocated by the local commercial enterprises. In order to ensure local market 
supply,, the commercial departments of some localities put forward the slogan of “using 
local products, making adequate arrangements for local markets, and withdrawing local 
currency from circulation" in an attempt to apply the old methods to restrict the 
proportion of goods marketed by local industrial enterprises and hand over the sources 
of goods to the local state-owned wholesale enterprises for distribution. Actually, 
this method will not work. The correct solution is to reform the state-owned 
commercial wholesale system, make use of the strong points of state-owned wholesale 
commerce to cater to the needs of the country's unified market, make overall 
arrangements for local markets, extensively develop economic ties and association that 
transcend provinces and cities, seek sources of goods from other localities. This 
conforms to the orientitation of reform and is advantageous to the further development 
of economic association. 
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GUANCDONG PUBLIC SECURITY ORGANS CRACK IILLEGAL DEALS 


HK250706 Guangzhou Guangdong Provincial Service in Mandarin 0900 GMT 24 Jul 86 


[Text] Early this morning, Guangzhou City's public security organs closed down a 
number of shops which illegally purchased scrap metals, and impounded a large quantity 
of illegally purchased nonferrous metals. 


The city's suburban public security sub-bureau discovered in (Kuangquan) District four 
shops which illegally purchased nonferrous metals for production use. It discovered 
more than 10 tons of illegally purchased nonfnerrous metals. 


Haizhu District public security sub-bureau also discovered 11 shops which illegally 
purchased nonferrous metals. At a scrap materials shop in (Henan Shigang) Road, the 
public security personnel discovered more than 30 tons of nonferrous metals. Including 
13 punching machines and a diesel grinding machine, as well as a large quantity of 
reinforcing bars, rolled steel, pipes and machinery parts. The public security organs 
closed down all shops that illegally purchased these nonferrous metals for further 
investigation. 


The public security organs pointed out: At present, Guangzhou City has many scrap 
materials shops that have illegally purchased and sell nonferrous metals and stolen 
goods. Some even become the robbers' outlets for selling stolen goods. We must 
straighten out this kind of shop. 


GUANGDONG ENTERPRISES SOLVE UNEMPLOYMENT PROBLEM 


OW250252 Beijing XINHUA in English 0027 GMT 25 Jul 86 


[Text] Guangzhou, July 25 (XINHUA) -- When more than 12,000 surplus rural laborers in 
Shijie District, Dongguan City in Guangdong Province, left the land, they did not flow 
into cities for jobs. They are now working in 150 township-run enterprises. 


According to the district government, it has 17,000 laborers and 1,890 hectares of 
cultivated land, but farming just needs 5,000 laborers. 


In China, factories and service undertakings run by individual peasants or their 
collectives are called township-run enterprises. Such enterprises are being encouraged 
to boost rural economic development and provide jobs for peasants not needed on the 
land. 


China's cities, now densely populated and with difficulties in providing enough 
housing, jobs and other services for their residents, have no more ability to 
accommodate surplus labor from the countryside. 


Located in the Pearl River Delta, Dongguan City is one of those in Guangdong Province 
whose rural industry had developed rapidly since 1979, when the policy of opening to 
the world and enlivening the domestic economy became official. The city, with 950,000 
rural population, has 10,700 township enterprises which employ 210,000 peasants. 


Last year, the total income of these enterprises reached 1.098 billion yuan, accounting 
for 52 percent of the city's total industrial output value. 
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In Dongguan, people find no difficulty in getting a job. Factory advertisements for 
new workers can be seen everywhere. Some factories have promised preferential 
treatments such as providing lodging and meals to attract new workers. 


According to statistics of the province's township enterprise management department, 
Guangdong Province's rural enterprises employed 4.2 million people by the end of last 
year, or 38 percent of the rural surplus labor force. The rest have engaged in growing 
vegetables, fruits and other economic crops and breeding animals and aquatic products, 
the department said. 


An official from the provincial agricultural commission said, in the Pearl River delta, 
which has achieved both developed economy and rural industry [as received], the rural 
factories' employment of peasants has taken a much bigger percentage of the total rural 
labor force. For example, about 60 percent of the total rural laborers in foshan city 
have transferred to rural factories and service undertakings. 


Nanhai County under the jurisdiction of Foshan City got 1.78 billion yuan from township 
enterprises, accounting for 79 percent of the county's total rural economic income. 


With advantages of being adjacent to Hong Kong and Macao, the delta has been an 
exporter of agricultural and sideline products in Guangdong Province. 


Many products manufactured by rural factories are sold in Hong Kong and Macao. 
Dongguan's rice noodles sell well there. 


With rural economic reform in the past year and adoption of advanced production 
techniques, the rural productivity has greatly developed. 


Li Jinwei, party secretary of the Dongguan City party committee, said township 
enterprises have effectively solved the employment problem of rural surplus labor 
forces. Peasants can work in factories without leaving their hometowns. 


GUANGDONG MEETING OF RURAL RECTIFICATION LIAISON MEN 
HK220207 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 21 Jul 86 


[Text] From 16 to 19 July, the office of the provincial CPC Committee's group for 
guiding party rectification held a report meeting in Guangzhou on the work of liaison 
personnel in rural district and township party rectification. Wang Ning, deputy 
secretary of the provincial CPC Committee and depty head of the committee's Group for 
Guiding Party Rectification, attended and spoke. Over 500 liaison personnel dispatched 
by the provincial CPC Committee were present. 


Wang Ning said: Judging by the reports of the liaison groups, every stage of 
district-level party rectification i: Guangdong has been done relatively soundly, and 
the results are satisfactory and better than expected. In particular, compared with 
the units at and above county-level, there have been new developments in making use of 
typical examples to conduct education in party spirit by positive example, in grasping 


the leadership groups -- the key -- in focusing on solving serious abuses of power and 
violations of law anddiscipline by party-member cadres, and in dealing with various 
negative phenomena. The reaction of the masses inside and outside the party is 


relatively good. 
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Comrade Wang Ning said: The method of sending liaison personnel to assist in party 
rectification at all levels is successful. During the tow hip-! vel rectification 
which is about to get underway, the province and the prefectures, counties, and 
districts should dispatch a number of cadres down to the grass oots to act as liaison 
personnel. 


HENAN GOVERNOR SPEAKS ON INDUSTRIAL REFORM ISSUES 


HK190143 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 18 Jul 86 


[Excerpts] Provincial Governor He Zhukang said at a meeting of prefectural and city 
CPC Committee secretaries, prefectural commissioners, and mayors, which concluded on 12 
July, that bringing into play the initiative of the enterprises, staff, and workers 
should be regarded as a starting point in reform. It is necessary to make all-round 
efforts in this respect. 


Henan's industrial performance was not too good in the first half of the year. There 
were many reasons for this, but failure to bring into sufficient play the initiative of 
the enterprises and the staff and workers was an important factor. In the past month 
or so, Governor He Zhukang has been conducting investigations in some factories, and 
has twice commissioned the provincial labor and personnel department and the social 
science academy to convene forums of plant managers and leading comrades of departments 
concerned to study the problems in this respect. 


He Zhukang heard a report from the provincial federation of trade unions on a sample 
survey of worker's initiative. According to the survey, the initiative of over half 
the province's workers has not been brought into full play. 


He Zhukang said: We must make a specific analysis of the factors hampering the effort 
to bring the workers' initiative into play. There are objective factors, but the 
subjective ones are more important. For instance, ideological work has not been done 
in depth. Some leaders lack democratic work style. People are misemployed, 
distribution is irrational, and so on. He Zhukang put forward calls to bring into full 
play the initiative of the managers and the initiative of those directly engaged in 
production. He said: We must first bring into full play the initiative of the plant 
operators, especially the managers. If the management group and the command system 
headed by the manager lack initiative, enthusiasm, and creativity, it is impossible to 
mobilize the initiative of an enterprise's workforce, and the enterprise cannot be 
enlivened. 


At present, the key lies in instituting and perfecting the plant manager responsibility 
system. We must seriously streamline the administration and delegate powers. We must 
reform the leadership setup in the enterprises, and seriously solve the current 
problems of two teams of horses and carts with duplicated organs, which make it 
difficult to bring into play the managers' initiative. We must also institute and 
perfect the system of responsibility for a goal of endeavor during a manager's term of 
office. [passage omitted] 


We must fully understand and trust the plant managers and support them in their work. 
We must not nitpick or demand perfection and still less should we allow non-working 
people to arbitrarily frame and deal blows at those who are actively working. False 
accusations made against plant managers who are enthusiastically engaged in reform must 


be corrected. 
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He Zhukang also particularly mentioned that the initiative of purchasing personnel 
should be brought into full play. [passage omitted] The activities of these personnel 
should be respected by society, and we should be bold in rewarding those who have made 
big contributions. [passage omitted] 


On bringing into full play the initiative of the producers, He Zhukang said that there 
are many things to be done, but the most important are the following: 


l. Eliminate egalitarianism in distribution and throughly implement the principle of 
distribution according to work and the principle of material interests. In the 
previous period, certain places failed to clearly distinguish between looking for money 
in everything and the principle of correct material interests, with the result that 
certain enterprises dared not carry out distribution in line with the demand for more 
pay for more work, and some dared not persevere with effective economic responsibility 
systems. The practice of many years tells us that the principle of distribution 
according to work cannot be violated. If we go back to the road of having everybody 
eat out of one big pot that can only harm the workers' initiative. 


2. We should retorm the enterprises' political work systems and methods, and eliminate 
phenomena such as doing things in a general and dogmatic way and practicing 
bureaucratism and formalism. [passage omitted] 


3. Practice democratic management, put the workers’ congress system on a sound basis, 
and strengthen the workers' sense of responsibility as masters of the house. [passage 
omitted} 


HUNAN'S MAO ZHIYONG AT MEETING ON REFORM 
HK231045 Changsha Hunan Provincial Service in Mandarin 2200 GMT 21 Jul 86 


[Text] On 19 July, Mao Zhiyong, secretary of the provincial CPC Committee, made a 
proposal at the provincial CPC Committee and government meeting of prefectural and city 
responsible cadres and cadres of provincial departments and bureaus. He proposed that 
the general line of the province's work in the second half of this year be to make 
retorms promcte economic development, to make party style promote tke building of 
Spiritual civilization as a whole, and to make leading groups’ workstyle promote the 
implementation of various tasks. 


The 6-day meeting mainly conveyed the spirit of central meetings, and worked out plans 
for the work in the second half of this year. 


Xiong Qingquan, deputy secretary of the provincial CPC Committee and governor; and Liu 
Zheng, deputy secretary of the provincial CPC Committee, delivered speeches on 
upholding reforms, further invigorating the economy, and strengthened ideological and 
political work. 


At the closing session of the meeting, Mao Zhiyong, secretary of the provincial CPC 


Committee, delivered the summation. Basing on the study of the spirit of central 

leaders’ speeches, the participants seriously discussed issues in connection with the 

province's actual conditions. 

In the course of discussion, they all held: Generally speaking, the province's 

economic and political situation in the first half of this year was a good one. 
77 


re problems. 


However, there are sti 
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The participants analyzed the problems in a truth-seeking manner. 


The meeting pointed out: The province has made remarkable achievements in recent 
reforms. In our future reform, we may take still a more relaxed attitude toward our 
thinkng and actions. Under the centralized planning of the CPC Central Committee and 
State Council, we must carry out our current reforms in an in-depth manner, while doing 
well in the future reforms. On the basis of summing up the past experience, we must 
gradually implement on a full scale the responsibility system for factory directors and 
managers. We must give full play to their administrative role. On cadres, we should 
promote to the post of factory director anyone who is good at managing an enterprise's 
production and operation, and who can play an administrative role. Also, we should 
promote to the post of party secretary anyone who is good at carrying out ideological 
and political work, and who can play a supervisory role. Factory directors and 
secretaries must make joint efforts in doing well in the enterprises's tasks. 


The meeting urged: We should try by all means to invigorate the enterprises, and must 
not apportion expenses to them. We should take a moew relaxed attitude toward the work 
of readjusting the rural industrial structure. We must transfer rural surplus manpower 
to such trades as industry, commerce, transport, the building industry, and the service 
industry. Though the development of lateral economic ties, we should integrate furter 
the urban and rural reforms. 


Proceeding from the viewpoint of macroeconomics, the meetng seriously studied problems 
concerning industry, agriculture, commodity circulation, and finance. [It urged that we 
should resolutely check additional capital construction and financial expenditure. 


The meeting also pointed out: All political tasks must pave the way for reforms. 
Leaders at all levels must personally take charge of the ideological and political 
work. In accordance with actual conditions, they should be good at giving guidance. 
Instead of indulging in empty talk, they must strengthen their studies on theory, so as 
to improve the quality of ideological and political work. 


The meeting stressed: Leaders at all levels must resolutely overcome the major weak 
point of bureaucratism, and establish the concept of offering service. They should go 
down to the grassroots, and help units solve problems that hinder reforms, affect 
production, and dampen the initiative of the people. 


The meeting was attended by leading comrades of the provincial CPC Committee, the 
provincial Advisory Commission, the provincial Discipline Inspection Commission, the 
provincial People's Congress, the provincial government, the provincial CPPCC, and the 
provincial Military District. 
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SICHUAN DISCUSSES MANAGER RESPONSIBILITY SYSTEM 


HK220829 Chengdu Sichuan Provincial Service in Mandarin 0930 GMT 19 Jul 86 


[Text } The provincial CPC Committee and people's government yesterday held a 
conference in Chengdu City on pilot projects in the factory manager responsibility 
system. The central subject of the conference is to relay and implement the three 
regulations to be promulgated by the CPC Central Committee and the State Council on 
industrial enterprises owned by the whole people, to sum up and exchange experiences in 
implementing the factory manager responsibility system, and to make arrangements for 
properly carrying out pilot projects in the factory manager responsibility system and 
for implementing the economic responsibility system. The conference called for 
resolutely implementing the factory manager responsibility system so as to upgrade the 
pilot project work to a new level and explore new experiences in establishing the 
leadership setup of socialist enterprises with Chinese characteristics. 


The conference was presided over by Comrade Ma Lin, provincial vice governor. Comrade 
Gu Jinchi, Standing Committee member of the provincial CPC Committee and provincial 
vice governor, delivered an important speech at the conference. 


In his speech, Comrade Gu Jinchi first reviewed the implementation of the factory 
manager responsibility system in the province. He pointed out that the pilot project 
of factory manager responsibilty system has been carried out properly and healthily in 
the province. By now, some 1,038 state-run local industiral, communications, and 
construction enterprises in the province have implemented the factory manager 
responsibility system, and most have achieved good or relatively good results in the 
pilot project. In these enterprises, production command and business management have 
been strengthened; the relationship between party, administration, and trade union 
federations has become more harmonious; and economic results have been greatly 
improved. He then stressed that five tasks must be firmly grasped in order to further 
properly carry out the pilot project of the factory manager responsibility system. 


More than 400 people attended the conference, including responsible comrades from all 
city, prefectural, and autonomous prefectural party and government organs; from the 
relevent departments of all cities, prefectures, and autonomous prefectures; and from 
all provincial departments, commissions, offices, and bureaus; and representatives of 
some key enterprises. 


YUNNAN VICE GOVERNOR MAKES ECONOMIC REPORT 


HK250451 Kunming Yunnan Provincial Service in Mandarin 2200 GMT 23 Jul 86 


[Text] On the morning of 23 July, Vice Governor Zhu Kui made an economic report at the 
provincial meeting of county governors. In his report, he stressed: We must uphold 
reforms, invigorate enterprises, seriously implement the measures of fighting against 
natural disasters, speeding the economic development, and try all means to accomplish 
this year's national economic plan. 


Vice Governor Zhu Kui said: In the first half of this year, the province made 
remarkable achievements in economic work. The development trend was very good. 
Organizations at all levels attached great importance to agriculture. They increased 
the supply of funds and materials. [words indistinct] They carried out the measures 
concerning science and technology in a down-to-earth manner. 


I. 28 Jul 86 Q 2 PRC REGIONAL AFFAIRS 
SOUTHWEST REGION 


The growing area of spring-sown grain and rice was 500,,000 mu more than that of last 
year, thereby laying a good foundation for reaping a good harvest. For cash crops, 
except for the growing areas of flue-cured tobacco which was less than last year, the 
growing areas of sugarcane and peanut were also increased. 


In the first half of this year, the output value of industrial production was more than 
last year. Twenty-eight out of 50 kinds of industrial products examined have fulfilled 
and overfulfilled this year's planned growth rate. The output volume of raw coal, 
coke, energy generated, yellow phosphorus, nonferrous metals, cargo transport, as well 
as major light industrial products and textiles was more than 50 percent of this year's 
production quotas. Both the urban and rural markets maintained the stable, prosperous 
and lively development trend. There was a considerable growth in trading, while the 
financial situation was fine. 


Vice Government Zhu Kui said: The guiding ideology for our economic work in the second 
half of this year is to uphold reform, invigorate enterprises, and seriously implement 
the measures of fighting against natural disasters. By focusing on the improvement of 
economic results, we should further arrange well the work concerning production and 
circulation. Also, we should speed up the economic development, try all means to 
accomplish this year's national economic plan, and make preparations for next year's 
reforms and economic development. 


In conection with the province's actual conditions, Vice Governor Zhu Kui talked about 
the 10 tasks in which we should emphatically do well in the second half of this year: 


First, we should uphold reform and invigorate enterprises. Leadership at all levels 
must take the lead in engaging in reforms. They should have a clear-cut stand 
concerning the work of supporting and protecting those who back the reform. They 


should draw distinctions in accordance with the economic policies, and encourage cadres 
to go all out to handle work concerning reforms and production. They must further 
implement the policies of invigorating enterprises, and sincerely return the 
decision-making power to enterprises so as to revitalize them. 


Second, we should implement the measures for fighting against natural disasters, and 
strive for a bumper agricultural harvest. Leadership at all levels must realize that 
by doing our work well in spring we can lay the foundation for increasing our 
agricultural output, otherwise there will be the risk of decreasing our agricultural! 
output. Therefore, we must not slacken our efforts or just sit back waiting for a 
bumper harvest with folc-d arms. Also, we must not relax our attitude toward the work 
in this area. Instead, we must continue to go down to the first front of production, 
promptly solve problems once they are found, and unswervingly carry out the policies of 
increasing production so that peasants will earn more by producing more. 


Third, we should greatly increase those marketable products, and speed up the growth 
rate of industrial production. Having an irrational product structure is rather a 
major problem in the economic development. In the second half of this year, therefore, 
we must change this situation. We must act in accordance with the market demand, and 
adopt economic means to readjust the product structure by retaining the strong points 
while discarding the weak ones. While promoting the increase of production of 
marketable products, we should actively develop new products. 
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Fourth, we should go all out in developing township collective enterprises. Leaders at 
all levels must thoroughly understand that there is no problem of excessive development 


among the province's collective enterprises. On the contrary, the province's economi 
development depends largely on the township collective enterprises. Thus, we must 
enthusiastically support them so as to strive for fairly large-scale boost in the 


township collective economy's growth rate in the second half of this year. 


Fifth, we should further clear circulation channels, and do well in purchase and supply 
work, as well as in guiding the market consumption. 


Sixth, we should expend great efforts to increase revenue and cut expenditure, and 
ensure the fulfillment of quotas for collecting revenue. 


Seventh, we should greatly increase the amount of export goods so as to earn more 
foreign exchange. 


Eighth, we should actively promote lateral economic links. 
Ninth, we should continue to strengthen and improve macroeconomic control. 


Tenth, we should make appropriate arrangements for the people living in disaster 
areas. Leading cadres at all levels must go down to the grass roots and carry ou! 
their work in an in-depth and meticulous manner. Relief funds, allocated by the upper 
authorities to various localities, must be spent for the designated purpose, and for 
supplying food to households living in disaster ireas, as well s pooor and mountaino: 

areas. Civil affairs and grain departments must be responsible for really distributing 
the relief food and funds to the households that badly need them to solv 
difficulties. At the same time, they should organize the people to develop productio 
for self-reliance and to earn more income, so as to alleviate the difficulties caused 
by natural disasters. 
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BEIJING SECRETARY AT EDUCATION WORK CONFERENCE 


SK190804 Beijing BEIJING RIBAO in Chinese 10 Jul 86 p 1 


[Excerpts] The Beijing municipal education work conference opened on 9 July. Major 
tasks of the conference were to further clarify the tasks for our municipality to carry 
out the 9-year compulsory education, to mobilize the whole party and whole society to 
attach importance to education, and to strengthen the teacher contingents to work for 
the universalization of the 9-year compulsory education. 


Leading comrades, including Li Ximing, Xu Weicheng, Wang Jialiu, Wang Guang and Bai 
Jiefu, attended the conference. Chen Haosu gave a report entitled "Attach Importance to 
Education, Strengthen the Teacher Contingents, and Strive for Universalizing the 9-Year 
Compulsory Education." [passage omitted] 


The conference called for effort- .o focus on two tasks this year. One is to publicize 
and implement the "Compulsory Education Law," and make elementary education successful. 
The other is to properly redress the problems in the teacher contingents. The 
conference pointed out: The promulgation and implementation of the "Compulsory 
Education Law" is a major event bearing on the future of the country and the nation, and 
indicates that our country has entered a new stage in making compulsory education 
universal. Party committees and governments at all levels should conscientiously take 
charge of and place high on their agenda the publicity of the "Compulsory Education Law" 
and our municipality's methods for its implementation. They should train and send 
personnel to offices, PLA units, irdustrial and mining factories, neighborhoods, 
townships and villages, and even households to explain the "Compulsory Education Law" 
and make it known to every household and everybody. In this way, the masses will be 
able to clearly understand the significance and basic tasks of the compulsory education, 
the school age, the study period, the obligations and legal responsibility of the state, 
the society, the school and the parents, and the steps and measures of our municipality 
to implement the compulsory education. [passage omitted] 


The conference stressed: Strengthening the teacher contingents is a key task oi 
education work at present and for some time to come, and also a key to the 
implementation of the “Compulsory Education Law." At present, primary and middle 
schools in our municipality face a very serious shortage of teachers, which greatly 
affects the implementation of the compulsory education and the improvement of the 
quality of education. All party committees and governments, educational administrative 
departments, and leading comrades of schools for various categories and at various 
levels should regard the strengthening of the teacher contingents as a decisive link to 
educational development, earnestly work out plans for replenishing and training primary 
and middle school teachers during the Seventh 5-Year Plan period, and conscientiously 
carry them out. Meanwhile, it is necessary to widely mobilize and organize forces from 
all circles of society to exert concerted efforts to improve the teacher contingents. 
The municipal government has decided to give priority to strengthening teachers’ 
training institutes, and increase their funds gradually every year to improve their 
teaching conditions. Seventy percent of the graduates of teachers’ training institutes 
should be assigned to work at education departments. Outstanding middle school 
graduates should be encouraged to apply for entering teachers’ training institutes. In 
addition, such measures as allowing teachers’ training institutes to enroll individually 
ahead of other schools, increasing the number of students who are admitted through 
recommendation without taking examinations, and conducting overall training should be 
taken to imorove the quality of the students of teachers’ training institutes. 
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To strengthen the teacher contingents, on-the-job training of teachers is also an urgent 
task. Therefore, we should continue to strengthen the Beijing Educational Institute and 
its branches, and the schools for the teachers’ advanced studies, give full play to the 
superiority of the colleges and universities of the national capital, actively win the 
assistance of other institutes, and make use of correspondence, radio television 
courses, examinations for the self-taught people, and other means to train teachers so 
that teachers without qualified schooling or who are incompetent in their work will 
gradually become qualified. [passage omitted] 


NEI MONGGOL SECRETARY INSPECTS CHIFENG, JIREM LEAGUE 


SK190204 Hohhot Nei Monggol Regional Service in Mandarin 2200 GMT 16 Jul 86 


[Text] During his recent inspection tour of Chifeng City and Jirem League, Zhang 
Shuguang, secretary of the regional CPC Committee pointed out that it is necessary to 
break with the shackles of outdated nabits and ideas of the natural economy and small- 
scale production; eliminate barriers between departments and regions and rigid systems; 
strengthen lateral economic ties; follow the road of developing crop farming, animal 
breeding, and the processing industry in line with the principle of developing trade, 
industry and agriculture simultaneously; actively develop commodity production by taking 
township enterprises as a point on which to make a breakthrough; strive to speed up the 
development of the productive forces; stimulate the progress of society; increase social 
wealth; improve the people's livelihood, and promote the realization of the four 
modernizations. 


From 12 June to 6 July, Comrade Zhang Shuguang and Comrade Qian Fenyong, deputy 
secretary of the regional CPC Committee, separately inspected seven banners, counties, 
and districts in Chifeng City as well as eight banners, counties and cities in Jirem 
League. During his inspection tour Comrade Zhang Shuguang pointed out: Chifeng City 
and Jirem League should speed up the development of the commodity economy. At present, 
they should consider the development of township enterprises as an important economic 
strategic task and organize and mobilize the broad masses of people to participate in 
this economic drive. There are many favorable conditions for developing township 
enterprises. First, we have cheap labor forces, and second, we only require simple 
equipment. Township enterprises require a small investment but yield quick returns. 
Third, the people may leave the soil but not their villages, and they may engage either 
in farming or industry and adopt diversified and flexible methods with their own 
characteristics. 


Comrade Zhang Shuguang pointed out: It is necessary to double the industrial and 
agricultural output value and to attain a comparatively well-off level. The key to 
achieving this is to vigorously develop township enterprises and the commodity economy. 


During his inspection tour, Comrade Zhang Shuguang visited many individual and 
collective enterprises, and pointed out that it is necessary to have leaders and 
pioneers in developing township enterprises. In the past we regarded those who took the 
lead in developing the commodity economy as capitalists who intended to show off. 
Townships and towns should not carry out that work which can be done by individuals or a 
group of households, and that which can be done by townships and towns should not be 
done by banners, counties, and leagues. We should not vie with the masses for work but 
give them multisided aid and serve them. We should also pay attention to guiding these 
pioneers and enabling them to coordinate with the broad masses. We should encourage 
them to help others to become prosperous universally after they ‘iave become rich. 
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Comrade Zhang Shuguang also pointed out: We should base things on local resources while 
developing township enterprises. Animal husbandry is one of our region's favorable 
conditions. In developing township enterprises, we should exert efforts to vigorously 
develop the animal by-product processing industry. At the same time, in line with the 
needs of animal husbandry production and the people's livelihood, we should develop the 
fodder and animal feed processing industry, food processing industry, building materials 
industry, and building industry. 


While touching on the markets for selling products of township enterprises, Comrade 
Zhang Shuguang said: The main direction of circulation of our products is to deliver 
products to the rural areas, the mountain valleys and the pastoral areas. During his 
inspection tour Comrade Zhang Shuguang inspected many banners and cities and, talked 
with the masses and asked about their market situation. He said to responsible comrades 
of some banners, counties, leagues and cities: In running township enterprises and 
developing the commodity economy, we must not neglect circulation and village trade 
fairs. Leaders at all levels should be concerned about markets, attend to market 
information, and consider trade fairs as windows for the commodity economy and places 
for exchanging information. 


Comrade Zhang Shuguang pointed out: According to history, Chifeng City and Jirem League 
are comparatively developed in agriculture and their grain output occupies a decisive 
position in the region. Therefore, it is correct to consider agriculture as an 
important economic strategy. However, we should also note that these two areas, in 
terms of natural conditions, have plains, hilly areas, hillsides, sandy land, water 
areas, and grassland with favorable conditions for developing agriculture, forestry, and 
animal husbandry. The three together may be called large-scale animal husbandry. It is 
very necessary for herdsmen and peasants to give overall consideration to these three 
fields and to make overall arrangements for them. 


He pointed out: Since the 3d Plenary Session of the llth CPC Central Committee, the 
speed of solving the people's food and clothing problems in the rural areas has been 
unexpectedly rapid. However, it is impossible to realize the transition from a state of 
just enough food and clothing to one of being comparatively well-off by depending on 
grain cultivation only. In terms of economic strategy, we should give consideration to 
displaying the superiority of crop farming in the rural areas and the livestock breeding 
industry in cities, and fully use roots and stems of farm crops as animal feed. In 
addition, we should also do a good job in planting fodder grass and make good use of 
grazing grounds in spring to develop the livestock breeding industry. These favorable 
conditions are especially suitable for animal husbandry. We have good prospects for 
this. Therefore, we should take agriculture to promote animal husbandry and take animal 
husbandry to stimulate agriculture, integrate agriculture and animal husbandry, and 
strive for overall development. 


Comrade Zhang Shuguang stressed repeatedly: In order to upgrade crop farming and the 
breeding industry, we should develop the processing industry. We should make all 
products cater to the needs of the commodity economy. We should process what is 
necessary in the markets and plant and breed what is necessary for the processing 
industry. We should follow the road of developing crop farming, animal breeding, and the 
processing industry in line with the principle of developing trade, industry and 
agriculture simultaneously, for it is a good way in promoting the rapid development of 
the commodity economy and making the rural and pastoral areas prosperous within a short 
period of time. 
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During his inspection tours to Chifeng City and Jirem League, Comrade Zhang Shuguang 
also inspected many enterprises which had paid attention to tapping both internal and 
external potentials. He pointed out: The key to developing lateral economic 
cooperation lies in two fields. First, we should attend to information and establish 
information networks. Second, we should pay attention to importing competent personnel, 
updating technology and equipment, and assimilating technology. All localities should 
break with the shackles of the traditional ideas and habits of the natural economy and 
small-scale production, eliminate the barriers between different departments and regions 
and the restrictions of rigid administrative systems, emancipate thinking, broaden their 
field of vision, reform and blaze new trials, and pioneer their road of advance. 


During his tour in Chifeng City Comrade Zhang Shuguang also inspected some banners and 
counties to examine how they had improved small river valleys. He said: Improving 
small river valleys is a new turn in comprehensively improving the mountainous areas. 
Through years of exploration, Chifeng City has already found a feasible way in this 
regard. This city has developed the superiority of the mountainous areas and mountain 
resources and focused its attention on improving the ecological environment. It has 
proceeded with improving small valleys, spread the work from selected units to an entire 
area, and made overall planning for developing mountainous areas, water areas, arable 
land, forestry and grassland in an effort to achieve overall development in agriculture, 
forestry, animal husbandry, industry, and commerce. 


Comrade Zhang Shuguang pointed out: The experience of Chifeng City merits our attention 
and is worthy of summing up and popularization. This experience is also applicable to 
building grassland and all fields of construction. 


During his inspection tour in Jirem League, Comrade Zhang Shuguang also inspected every 
section of the Horqin sandy area to see how the sandy land had been improved. He said: 
In order to live off the sandy land, to tackle problems, and to make full use of it, we 
must pay attention to preventing sand from drifting away in the sandy areas. He pointed 
out: The Horgin sandy area has a high water level. Its vegetation will be rapidly 
restored if we seal off this area and plant trees and grass on it. The key to achieving 
this is to ease policy restrictions and to render better service. We should guide the 
masses and make them understand the necessity of following the road of using our 
shortcomings to simulate our strong points and combining both our shortcomings and strong 
points while improving small valleys and sandy land. We should give consideration to both the 
immediate and long-term interests and pay attention to long-term economic results and 
ecological benefits. 


SHANXI'S LI LIGONG INSPECTS WORK IN QINYUAN COUNTY 


HK200649 Taiyuan Shanxi Provincial Service in Mandarin 2200 GMT 19 Jul 86 


[Summary from poor reception] Provincial CPC Committee Secretary Li Ligong inspected 
work in Qinyuan County, an old revolutionary base, on 16 and 17 July. He stressed 
taking advantage of local conditions to speed up construction in the mountain areas. 
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Environmental Protection Stressed 


OW220337 Taipei CNA in English 0239 GMT 22 Jul 86 


[Text] Taipei, July 21 (CNA) -- Premier Yu Kuo-hwa said Monday that the government 
from now on will give priority to environmental protection in its administrative role 
to meet the public demand that the quality of the natural environment here be improved. 


Yu made the remarks after hearing a discussion of the panel on scientific development 
of the ongoing 1986 National Development Seminar here. 


Yu said that the government in the past has paid less attention to environmental 
protection while trying to accelerate the nation's industrial development. 


Yu said that the people's opposition to the setting up of the nation's fourth nuclear 
power plant and the Du Pont Company of the United States' titanium dioxide paint 
pigment plant in Changhua, central Taiwan has shown clearly that citizens here have 
become more concerned about the problem of environmental pollution. 


Dr. Yu Kwang-hwa, a department manager of the Fisher Controls Co. of the U.S., 
Suggested that the National Science Council [NSC] list the issue of environmental 
protection as one of the nation's long-term scientific development projects. 


NSC chairman Dr. Chen Li-an, in response, said that the government has formed a 
super-ministerial panel to deal with environmental protection. 


Dr. Arthur E.T. Chiou, an engineer with a technological research firm in the U.S. said 
that the public's viewing environmental protection as very important is a_ good 
phenomenon. He suggested that the government seek to educate the people on proper 
concepts of environmental protection so as to help them avoid letting their concern 
over environmental pollution problems turn into purely emotional responses. 


Resource Shortage Can Be Offset 


OW251229 Taipei CNA in English 0935 GMT 25 Jul 86 


[Text] Taipei, July 25 (CNA) -- Premier Yu Kuo-hwa Friday closed the 1986 National 
Development Seminar by thanking the participating scholars for drawing up a “bluepriat" 
for the nation's long-term development. 


He said the conclusion of the seminar marks the start of the Republic of China's march 
toward joining the ranks of developed countries, which was the theme of the seminar. 
The premier pledged that the government will act on the recommendations made by the 
seminar participants. 


Dr John Fei, an economics professor from Yale University and the leader of the seminar 
participants, said in his closing remarks that the bottleneck in free China's long-term 
development is not a shortage of manpower and capital or a deficiency in science and 


technology but a dearth of natural resources. 
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Manpower resources, however, can offset the shortage of natural resources, Fei said, 
citing as evidence the economic success so far as the "four little dragons" of Asia -- 
Taiwan, South Korea, Hong Kong and Singapore. 


More than 210 Chinese scholars and experts from here and abroad took part in the 
meeting, designed to induce suggestions from the intellectuals for national development 
programs in the coming years. 


Blueprint for Future Offered 
0W251237 Taipei CNA in English 0959 GMT 25 Jul 86 


[Text] Taipei, July 25 (CNA) -- Premier Yu Kuo-hwa Friday highly praised the 
achievements of the 1986 National Development Seminar, saying it has created a 
blueprint for the Republic of China's national development up to the year 2000. 


The 1986 National Development Seminar concluded successfully Friday morning at the 
Asiaworld Plaza Hotel in downtown Taipei after 12 days of discussion. 


Presiding over the closing ceremony of the seminar, Premier Yu expressed his 
appreciation to participants for submitting to the government many development 
proposals. He assured the participants that their proposals will be sent to the 
concerned government agencies for implementation under the strict supervision of the 
research, development and evaluation commission. 


"The ending of this year's National Development Seminar marks the beginning of our 
national campaign to advance into the ranks of developed nations,” the premier said. 


The seminar, with the theme "advancing into the ranks of the developed nations," opened 
July 14 in Taipei with over 200 scholars from here and abroad participating. Panel 
discussions dealing with economic, educational, cultural affairs and technological 
development were held over the last few days. 


This morning, participants held their last session to summarize the results of their 
discussions over the last 12 days and reached the following conclusions: 


-- On long-term economic development: The government should lower import tariffs on 
cars to ten percent within six years and on textiles to 5 percent within two years. 
Moreover, the government should set its long-term oil policy in consideration of the 
nation’s over-all economic development; 


-- On manpower and educational development: The government should extend compulsory 
education from nine years to 12 years and loosen current restrictions to allow senior 
high school graduates to go abroad for further study after completing their military 
service; 


-- On social and cultural development: The status of the council for cultural planning 
and development should be upgraded to the ministerial level to promote cultural 
development in the nation; 


-- On technological development: The government should increase its annual budget for 
technological research until it occupies two percent of the gross national product and 
make efforts to introduce advanced technologies from abroad. 
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-- On monetary policy: The government should make public exactly how it is utilizing 
the nation's foreign exchange reserves to clear away public doubt, and it should 
improve the operations of the domestic security market; 


-- On regional development: Priority should be given to the balanced development of 
the Taiwan area and the proper utilization of its natural resources; 


-- On transportation: To keep in step with the nation's economic development, the 
government should lay the groundwork for the establishment of a _ islandwide 
transportation system; and 


-- On the development of the information industry: The government should promote 
standardization and cooperate with the private sector to upgrade the level of the 
nation's computer-related industries. 


TAIWAN TO IMPORT U.S. BEER, WINE, CIGARETTES 


OW280427 Taipei CNA in English 0235 GMT 28 Jul 86 


[Text] Taipei, July 27 (CNA) -- In line with the government's policy to open the 
domestic market to American cigarettes and alcoholic beverages before October, the 
Taiwan Tobacco and Wine Monopoly Bureau has completed its draft revision of statutes 
governing the monopoly, as well as other necessary work. 


The bureau said Sunday the government is absolutely sincere about keeping its promise 
to the U.S. authorities that it will start to import American beer, grape wine and 
cigarettes before October this year. 


It said it has drafted revisions of three statutes governing its purchasing and sales 
of cigarettes and wine in the Taiwan area and the bureau has submitted the revisions to 


the Executive Yuan for approval. 


Following the opening of the market, retailers will be allowed to sell Ame: ‘can grape 
wine, beer and cigarettes, but not hard liquor. 


ROC [Republic of China] and U.S. trade officials will meet again in August on the 
details of import prices on U.S. cigarettes and alcoholic beverages, monopoly profits 
and retail prices as they did not reach conclusions on these issues in earlier talks, 


the bureau said. 


During the ROC-U.S. trade consultation meeting last October, the ROC delegation agreed 
to open the ROC market to American beer, grape wine and cigarettes within six to 12 
months, the bureau said. 
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FURTHER REPORTING ON DAYA BAY NUCLEAR PLANT 


No Change in Plans Contemplated 


HK260306 Hong Kong WEN WEI PO in Chinese 26 Jul 86 p 2 
(Report: "'LIAOWANG Reveals That the Daya Bay Nuclear Plant Plan Will Not Be Changed") 


[Text] According to the latest issue of the overseas edition of LIAOWANG, which is 
about to come off the press, there will be no change in the plan to build the Daya Bay 
nuclear plant. 


The journal's "Letter from Beijing," signed by Zhang Hu, says: "There has been no 
change, nor will there be any change, in the Chinese Government's policy laid down on 
developing nuclear energy (naturally including the building of the Daya Bay Plant). 
The central authorities have paid full attention to the question of the safety of 
nuclear plants right from the start, and have come up with strict and thorough 
regulations and designs. There is therefore no need to worry." 


Zhang Hu's letter also says: "There are a number of facts that can eliminate people's 
doubts over the construction of the Daya Bay nuclear plant: 


"First, the State Council has approved the promulgation of regulations regarding safety 
in the choice of site, design safety, operating safety, and quality guarantee safety 
for nuclear plants. The government's concern for people's safety is thus evident. 


"Second, the State Council has specially established a nuclear safety bureau for the 
purpose of ensuring safety matters, to make strict examination and exercise on-the-spot 
supervision of nuclear plant design, construction, and operation. This is a powerful 
and independent safety supervisory organ, which has a number of high-level expertson 
its staff. 


"Third, the government is currently formulating and perfecting rules and regulations 
regarding activities in the nuclear field, to ensure that there are laws that can and 
must be followed and will be strictly enforced, and that violators will be prosecuted. 
This is the legislative grarantee." 


Paper Details Plant Study 


HK270436 Hong Kong SOUTH CHINA SUNDAY MORNING POST in English 27 Jul 86 pp 1,2 
{"Exclusive” by Ann Quon] 

[Text] The Long-awaited feasibility report on the Daya Bay nuclear plant, due to be 
released to Legislative Councillors tommorrow, contains little information on safety 


and no reference to contingency measures in the event of a major nuclear accident. 


The report, which has been seen by the SUNDAY MORNING POST, is bound to upset those 
seeking assurances about the plant's safety aspects. 


Throughout the five-volume report, of which only three volumes will be made available 
to councillors, there are few mentions of safety. 
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[t fails to address issues such as safety procedures to follow in the event of an 
accident and lacks any contingency plan or evacuation procedure. 


Nor does it make specific recommendations on any of these issues, which have become the 
cornerstone of the current nuclear debate. 


Instead, safety for the plant is simply cited as the responsibility of the joint 
venture company in charge of the project, the Guangdong Nuclear Power Joint Venture 
Company and the Chinese Govervment. 


Because Daya Bay had yet to be chosen as the site of the plant when the study was 
completed in 1980, reference is made throughout the more general term, the Guangdong 
nuclear power station. 


On safety, the report says: "The safety standards adopted will be those appropriate to 
the Guangdong nuclear power station. 


"These will imclude existing regulations related to Chinese fossil-fuelled power 
stations, the Environmental Protection Law (draft) and the radiation protection 
regulations of the People's Republic of China. 


"In addition, safety standards for the design, construction and operation of the 
nuclear power plant in Guangdong will be formulated in the light of relevant experience 
in other countries." 


The report adds that the joint utility is to take charge of the plant's safety under 
the "guidance and inspection of the relevant authorities of the People's Republic of 
China". 


Despite the failure to be specific about the course of its safety program, the report 
does acknowledge that "because of the participation of China Light and Power and the 
Guangdong Power Company in the project, it is important to give sufficient 
consideration to the concerns about nuclear power plant safety expressed in Hong Kong 
and Guangdong.” 


However, sources last night indicated that, because the report was completed before the 
design of the plant was decided upon, it would have been difficult to draft contingency 
plans. 


The report, which is otherwise highly technical, is likely to go over the heads of most 
legislative councillors because of the detail paid to statistical and geological 
information. 


Nevertheless, its release comes at a time when councillors have been pressing for more 
information about Daya Bay in the face of mounting opposition to the plant, which is to 
be built only 50 kilometres from Hong Kong. 


In what is seen as an attempt to allay fears from the safety and commercial viability 
of the plant, pressure was applied by the Government on the Hong Kong Nuclear 
Investment Company, the Hong Kong partner in the joint venture to release the study. 


The report should be ready for distribution to councillors tomorrow. However, it is 
expected to fall well short of expectations. 


This is because, not only is information relating to safety far from detailed, but a 
separate and vital report dealing with the economic viability of the plant is being 
withheld. 
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What councillors will get instead, is a series of reports consisting largely of charts, 
graphs and maps as well as detailed technical data. 


Another factor that will disappoint councillors is that the report is based on studies 
completed six years ago. Completed in December 1980, it offers options and no hard and 
fast recommendations in areas like equipment or station design. 


The three studies to be handed over to councillors will cover system designs, equipment 
study and site selection. 


The last study has been broken into three volumes and includes two separate site 
selection studies as well as an appendix. The initial site selection study was 
completed in 1980, but replaced by a second study carried out two years later. 


This was because two of the sites around Daya Bay, at Thun Yang and Pong Shan, which 
were seen as feasible during the earlier study, had been shelved. 


The reasons given had nothing to do with geological considerations, but because “both .- 
Thun Yang and Pong Shan were at variance with the development of Shenzhen and national 
construction." 


There are also indications in the report that Beijing felt the “seismic and geological 
work initially carried out was insufficient in detail and scope". 


The report also reveals that in January 1981 the Joint Selection Committee of the 
Guangdong Power Company and China Light and Power looked into the feasibility of 
building a plant at Mirs Bay near Hong Kong. 


It found that Mirs Bay was not only suitable, but situated in a stable geological 
location and considered safe. However, the proposal was rejected by China Light and 
Power because of concern that it was too close to Hong Kong. 


Another site at Xia Sha, although suitable, was also turned down because it faced Peng 
Chau Island. 


As a result, it concluded that Daya Bay (or Da Keng as it is called in the report) was 
the "most suitable, Ling Jiao Shi was the next most suitable, while there were problems 
in Xia Sha." 


The sites at Ling Ao, and Chang Xui Jiao were rejected because of their proximity to 
geological fault lines. 


The report, which has been vetted by Chinese authorities, will have some parts censured 
as state secrets with a note in the front of each volume explaining why certain parts 
have been excluded. 


What councillors won't get to see include maps, diagrams and charts. 


These will be blacked out with the wording "PRC state secret. No authority to 
reproduce" slashed across the page. 


In agreeing to release the report, Beijing has indicated that it does not wish to make 
public parts of the report which contain material that is considered either senditive 
commercially or strategically important to the country. 
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It is believed the latter covers details of mineral and metallurgical reserves in 
southern Guangdong. 


Censured completely will be what are considered the two most controversial studies in 
the feasibility study. 


These include the summary and economic reports, which contain all the commercial 
information relevant to Daya Bay such as the projected price of nuciear fuel as opposed 
to conventional fuel costs and equipment cost breakdowns. 


Without these reports, it is unlikely that an assessment can be made on the commercial 
viability of the project at a time when power produced by conventional means is looking 
increasingly attractive due to low fuel costs, although projections are that they will 
rise by the time the plant comes on stream in 1992. 


The safety assessment of Daya Bay is contained in the 6/7-page volume on equipment 
safety. 


Also included are assessments of different types of reactors, and turbine generators as 
well as quality assurance procedures, decommissioning of the plant and the treatment of 
effluent. 


On the crucial issue of the type of reactor to be used at Daya Bay, the report says 
that the final choice will be made "on economic, political or contractual grounds and 
not technical grounds." 


One of the most technical reports in the series is on system design. The report 
examines unit and station capacity for generating power as well as the types of 
transmission networks for connection of the station and the principles of system 
operations and dispatch. 


The feasibility study was commissioned by the Guangdong Nuclear Power Joint Venture 
Company, which is owned 75 per cent by the Guangdong Nuclear Investment Company and 25 
per cent by the Hong Kong Nuclear Investment Company, a subsidary of Hong Kong's 
largest power utility, China Light and Power. 


When contacted by the SUNDAY MORNING POST yesterday, the Secretary for Economic 
Services, Mr John Yaxley, declined to comment on the contents of the report. 


However, he did confirm that it would be released to Legislative Councillors tomorrow 
and that two of the five volumes would be withheld. 


"Things like geographical features don't change, but the commercial aspects do. I have 
no doubt th at the two companies and the joint venture company are looking at revised 
financial projections," he said. 


A decision has yet to be made on whether the feasibility study will be made available 
to the public, although it is likely to be released to the news media once councillors 
have had a chance to read through each of the telephone directory-size reports. 
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Waste Facilities Planned 
HK270448 Hong Kong SOUTH CHINA SUNDAY MORNING POST in English 27 Jul 86 p 2 
[Text] China has no storage facilities for the disposal of nuclear waste. 


This was one of the findings of the feasibility study conducted on Daya Bay when it was 
still in the concept stage. 


However, the study makes it clear that provisions would have to be made to build 
special facilities for nuclear waste once the project was under way. 


This is one of the few recommendations to be found in the study which says that a 
storage building should be built to accommodate any waste that has accumulated after 
the plant has been in operation for 10 years. 


Another recommendation is that a fund should be set aside for decommissioning the 
plant, should the Chinese decide the plant be scrapped or a nuclear accident render it 
uneconomic to repair. 


If this were to happen, the study suggests that decommissioning of the plant occur in 
three stages. 


The first would take up to three years to complete once the place was totally shut down 
and involve measures to ensure contamination was reduced. 


The second would take up to 10 years and involve reducing the size of the operational 
side of the plant to a minimum. 


The third and final stage could take as much as 100 years to complete because it 
involves the delicate problem of reducing the effectiveness of highly radioactive 
substances because of their long half-life. 


However, apart from these suggestions, there is no indication in the report how such 
procedures can be carried out. 


One of the problems plaguing any meaningful analysis of the feasibility study to look 
into whether a nuclear plant would be viable in Daya Bay, which is the context in which 


the study was undertaken. 


Since the report was completed, the Chimese have undertaken to conduct a new study and 
have hired Electride de France (EDF), the French concern responsible for Daya Bay's 
overall engineering design. 
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